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Order rescheduling the time of 1/25 informal conference from 1:30 to 1 O : O O  a.m. 
Informal Conference Memorandum 

Order entered; extends financing 60 days 

DON COMBS GRAYSON RECC-RESPONSE TO FILING DEF NOTED IN THE COMM CORRESPONDENCE OF OCT 28,99 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

CERTIFICATE OF SERVICE 

RE: Case No. 1999-412 
GRAYSON R.E.C.C. 

I, Stephanie Bell, Secretary of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission’s Order in the above case was 
served upon the following by U . S .  Mail on March 22, 2000. 

Parties of Record: 

Carol H. Fraley 
President and CEO 
Grayson R.E.C.C. 
109 Bagby Park 
Grayson, KY. 41143 

Mr. Don M. Combs 
Manager of Finance & Administration 
Grayson Rural Electric Cooperative 
Corporation 

109 Bagby Park 
Grayson, KY. 41143 1292 

Secretary of the Commission 

SB/sa 
Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION FOR THE ASSUMPTION OF 1 
SEC.URlTlES BY GRAYSON RURAL ELECTRIC ) CASE NO. 99-412 
COOPERATIVE CORPORATION 1 

O R D E R  

On December 14, 1999, Grayson Rural Electric Cooperative Corporation 

(“Grayson”) filed an application seeking authorization to guarantee the financing by local 

banks of geothermal heat pump (“geothermal”) systems and Electric Thermal Storage 

(“ETS”) units purchased and installed in members’ homes.’ An informal conference 

was held at the Commission’s offices on January 25, 2000 in order to clarify information 

contained in Grayson’s application. All information requested from Grayson at the 

informal conference has been provided. 

Grayson indicates that the promotion of the geothermal and ETS alternatives 

was related to the efforts of its generation and transmission cooperative, East Kentucky 

Pow e r Cooperative , I n c . ( “ E as t Kentucky ’ I ) ,  i n developing demand -s id e ma nag em en t 

(“DSM”) options for its member cooperatives. Grayson notes that a neighboring 

investor-owned utility has been promoting -- similar DSM-related programs. Grayson also 

states that East Kentucky has done extensive research related to the use of geothermal 

Grayson submitted its application on September 24, 1999; however, there were 
numerous filing deficiencies. Grayson submitted additional information to correct the 
deficiencies on November 12, 1999 and December 14, 1999. The Commission notified 
Grayson by letter on January 5, 2000, that all filing deficiencies were corrected, and the 
application was considered filed as of December 14, 1999. 
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systems and ETS units, provides this information to the member cooperatives, and 

shares in the cost of promoting these alternatives. 

Grayson started its loan guarantee program in 1995. Grayson, in conjunction 

with two local banks, guaranteed payment to the banks on loans for geothermal 

systems and ETS units. The Commission became aware of this loan guarantee 

program during Grayson’s last general rate case, Case No. 98-455.2 In the July 8, 1999 

Order in that case, the Commission found that Grayson’s loan guarantee program had 

not been approved as required by KRS 278.300(1),3 and directed Grayson to suspend 

the program until such time as it received authorization from the Commission to 

guarantee these loans.4 

In its arrangements with the local participating banks, Grayson indicated that it 

was only interested in guaranteeing those loans which the banks were willing to make 

based upon the banks’ own evaluation of the borrower‘s credit. The banks process the 

financing applications and do all financial evaluations. The loan term and applicable 

interest rates are specified in the guaranty agreements that Grayson signs. Grayson 

will guarantee geothermal system loans up to $5,000 and ETS unit loans up to $1,000. 

Grayson provided a schedule showing that since the beginning of this program, it has 

guaranteed geothermal system and ETS units loans with a total face value of 
-- 

Case No. 98-455, Application of Grayson Rural Electric Cooperative 
Corporation for an Adjustment of Rates, final Order issued July 8, 1999. 

KRS 278.300(1) states “No utility shall issue any securities or evidences of 
indebtedness, or assume any obligation or liability in respect to the securities or 
evidences of indebtedness of any other person until it has been authorized so to do by 
order of the commission.’’ 

Case No. 98-455, July 8, 1999 Order, at 18 and 27. 
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$187,124.5 Since the inception of the program, Grayson has paid one loan that was in 

default, and has negotiated a payment schedule with the defaulting member. 

Grayson’s board of directors has authorized both the loan guarantee program 

and the guarantee with each participating bank. Under this arrangement, the board of 

directors does not have to review and approve each loan guaranteed by Grayson. In 

conjunction with the loan guarantee program, Grayson performs an energy audit of the 

member’s residence. Grayson will only guarantee loans where certified dealers have 

been used to install the geothermal or ETS equipment. Grayson has certified a group of 

dealers in its service territory who are qualified to install this equipment. The results of 

the energy audit, the specifics of the geothermal system or ETS unit installed, and a 

certificate of compliance are retained by Grayson for each loan guarantee. 

After consideration of the evidence of record and being advised, the Commission 

finds that Grayson’s request to authorize its loan guarantee program for geothermal 

systems and ETS units should be approved. Geothermal systems and ETS units 

constitute viable DSM alternatives, and it is appropriate for Grayson to encourage the 

use of such technologies. In structuring its loan guarantee program, Grayson has taken 

reasonable precautions to limit its potential exposure in the event of default by its 

members on these loans. The guarantee is limited to either $1,000 or $5,000, 

depending on the equipment involved, and Grayson has stated its reliance on the 

participating bank’s evaluation of the member’s credit-worthiness. Grayson has also 

Information Requested at the January 25, 2000 Informal Conference, filed 
February 4, 2000, Tab 1. The $187,124 represents the total amount of the loans, and 
not Grayson’s potential exposure in the event of default. 
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taken steps to ensure the quality of the equipment installed by requiring the use of 

certified equipment dealers. 

To properly monitor this loan guarantee program, which is the first one approved 

for an electric cooperative, the Commission will require Grayson to include as part of its 

annual report an updated copy of the schedule filed under Tab 1 in its response to 

information requested at the informal conference.6 This schedule should reflect the 

status of the loan guarantee program as of the end of the calendar year. In addition, 

Grayson should include with its annual report a listing of all loans that have gone into 

default, the amount Grayson was obligated to pay in conjunction with each default, and 

a description of the collection arrangements it has undertaken with regard to each 

default. Finally, Grayson should inform the Commission in advance of any significant 

changes made to the loan guarantee program. 

IT IS THEREFORE ORDERED that: 

1. Grayson is authorized to guarantee loans for geothermal systems and 

ETS units, subject to the terms and conditions described in its application. 

2. Grayson shall file with its annual report a schedule detailing the status of 

the loan guarantee program and a listing of those loans that have gone into default, as 

described herein. 
_ F  

This schedule shows the date of the loan, the participating bank, the last name 
of the borrower, the face amount of the loan, the term of the loan, the outstanding 
balance as of the reporting date, the status of the loan, the applicable interest rate, and 
the type of equipment purchased. 

-4- 



I 3. Grayson shall notify the Commission in writing of any significant changes 

proposed to the loan guarantee program within 30 days prior to the effective date of the 

proposed changes. 
I 

Done at Frankfort, Kentucky, this 22nd day of March, 2ooo* I 
By the Commission 

ATTEST: 



Should you have questions or need fkrther information, please do not hesitate to call me. 

Sincerely, 

GRAY SON RURAL ELECTRIC 
COOPERATIVE CORPORATION 

Carol Hall Fraley 
President & CEO 

CHFhcg 
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Orayson R E. C. C. 

Report of Installation 

customer Name: 

Home Address 

City : State: Zip: 

Location of Installation: ,, 

Custmer's Signature: 

Date: 

Dealer: 

Address: 

Phone: 

Description of Equipment Installed 

Brand 

serial c 

Model #I 

COP 

Tans 

Water Heating yes no- 
Lr- 

Cooling B'l"s @ 50' 

Heating BWs @ 50' 

NeW Home 

Existing Modular/Double Wide 

Commercial 
is 

. 



Dealor's Signature 

Date: 

Dealer Incorporated: yes no 

Tax Pam ID / Federal ID: 
or Sodel Secwity # 

This installatia is complete md has been inspected by 

Date: 

Finandng: Y e s  no 

Bank ' 

Important: This form must be completed by the dealer in order to participate in the 
Geothermal Program 



Clrmyson R. E. C. C.  

- R w t  _____- of lnstallatioq 

lmcatim of Installation: - -  

Bxisihg . 

Q.  

Cornniercinl 
I 



This installatioh i s  complete and hns  been inspected by dLQ2. 

Important: This form must he completed by the dealer in order to participate la the 
G eot h erm a l Program 

. 
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0 

RIGHT-J SHORT FORM 

DOUG MAY0 
RT 4 BOX 249 
GRAYSON KY 41143 

GRECC 
109 BAGBY PARK 
GRAYSON 
606 474-5136 

HEATING EQUIPMENT 

A'DA'A' 
sadCof sal 

~ Gas Furnace _ _  

!ncy / HSPF 80.0 
~ J Input 85000 Btuh 

I output 68000 Btuh 
r Temp Rise 

' Heating Fan 2473 CFM 
25 Deg F 

Flow Factor 0.031 CFM/Btuh 

' bermostat Heat /Cool 

Outside db 
Inside db 
Design TD 
Daily Range 
Inside Humid. 
Grains Water 

7-10-97 

Clg 
90 
75 
15 
M 
55 
29 

a 
# of Fireplaces 0 KY 41143 Const. Quality 

COOLING EQUIPMENT 

e. 

Make AOIOORI 
Model FR769 
Type Split 
COP/EER/SEER 
Sensible Cooling 
Latent Cooling 
Total Cooling 
Actual Cooling Fan 
Clg Air Flow Factor 

I :  

6.5 I 

20000 Btuh 
7000 Btuh 
27000 Btuh 
2473 CFM 
0.053 CFPI/Btuh 

I 

Load Sensible Heat Ratio 87 



Electric Thermal S t d g e  - Quality Assurance @formation 
Payee Information 0 Owner 0 Renter 

S.S. No. wme Street Address City 

State Zip 

Occupant Information 

Occupant Name (ifdiflerent from above) 
Installation Address City 
State Zip Permanent Service No. 
Billing Acct. No. ETS Acct. No. 

Dwelling Information 
0 Single Story 0 Two Story 0 Manufactured 0 Other 
0 New Home 0 Existing Home Basement Yes No Total Square Footage 

Heat System(s) Used Last Winter (check all that apply) 
0 aahp 0 geothermal 0 electric furnace 0 ceiling cable 0 baseboard 
0 fuel oil 0 LP 0 natural gas 0 woodcoal 0 kerosene 0 other 

Heat System(s) To Be Used With ETS (check all that apply) 
0 aahp 0 geothermal 0 electric furnace 0 ceiling cable 0 baseboard 
0 fuel oil 0 LP 0 natural gas 0 woodcoal 0 kerosene 0 other 

ETS Unit Information 
1. Manufacturer Serial No. 
kW Location Sq. Ft. of Zone 
2. Manufacturer Serial No. 
kW Location Sq. Ft. of Zone 
3. Manufacturer Serial No. 
kW Location Sq. Ft. of Zone 

Installer Information 
Installer Rep or Company Phone Date of Completion 

Cooperative Approval 
I hereby certiJj, that an inspection of the installed equipment has been made. A Quality Assurance payment of 
$ will be made by our cooperative. 

Co-op Representative Co-op Name Date 

KPC Use Only: 

Date Rec’d. Incentive Pmt. Transfer Pmt. 

Approved By 



Geothermal Prograrft- Quality Assurance Info%ation 
0 New - geothermal only 0 Retrofit 0 All-Seasons Comfort Home 

a e e  Information 0 Owner 0 Renter . 0 Builder 0 Developer 

Name S.S. No. 
Street Address City 

State Zip 

Occupant Information 

Occupant Name (ifdzflerent from above) 
Installation Address City 

State Zip 

Permanent Service No. Billing Acct. No. 

Dwelling Information 
Heating System-Replacement if Existing or Other Choice if New Installation 
(Place “I ” next to primaly and “2 ” next to secondary system) 
0 aahp 0 geothermal CI electric hrnace 0 ceiling cable 0 baseboard 
0 fuel oil 0 LP 0 natural gas 0 woodcoal 0 other 

0 wall 

Air Conditioning System (check all that apply in replacement of other system) 
0 None 0 Central 0 Window units How many? 

Ductwork Information 
0 Existing 0 New Insulated? R-value? 

Foundationvpe 
0 Unheated Basement 0 Heated Basement 0 Slab 0 Crawl Space 

__ ~ ~ ~~~ ~ 

Insulation Data 
Floor Ceiling Cathedral Wall Slab Perimeter Basement Wall 

~~ 

Home ’Qpe 
0 Single Story 0 Two Story 0 Other Sq. Ft. 

Other Information 
Age of Home(vexisting) Heat Loss (b tu /h~)  Heat Gain @tu/hK) 

Geothermal System Information 

&nu;;: 

ARI Standard 325-85 Met? 0 Yes 0 No 

Serial No. 
Tons Heating Btus@ 50” Cooling Btus@ 50” Total Resistance Heat (kW) 
COP EER WH provided by system? 0 Yes 0 No 

( continued on reverse side ) 



Loop Information 
Vertical 

No. of Holes Pipe Diameter (in.) 
Type of Pipe Grouting? 0 Yes 0 No . 

Horizontal 
Pipe Length (it.) No. of Pipes Pipe Diameter (in.) 
Type of Pipe Slmky? 0 Yes O N o  

Pond 
Pipe Length/Ton (fit.) No. of Coils Pipe Diameter (in.) 

Type of Pipe 

Antifreeze v p e  
0 Potassium Acetate (GS4) 0 Methanol 0 Propylene Glycol 0 Other 

Contractor Information + 

Company Contractor Representative 
Phone No. Total System Cost Date of Completion 

Cooperative Approval 
I certijj that an inspection of the installed equipment and insulation standards, ifapplicable, has been made. The 
following quality assurance payment will be made by our cooperative. $ - 

Co-op Representative Co-op Name Date 

For EKPC Use Only: 
Date Rec’d. Incentive Pmt. Transfer Pmt. 

Approved By 

Other Comments: 



d, 
1 Prograa- Quality Assyance I n f o k t i o n  

&Seasons Comfort Home 
. 

ew - geothermal only 0 Retrofit 

~n~r--- 0 Renter 0 Builder 0 Developer 

Name- 

Street Addr City &d 
I 

State &W Zip 

Occupant Information 

Occupant Name (ifdifferent from above) 
Installation Address City 

State Zip 

Permanent Service No. Billing Acct. No. m % Q O d d  2, 
~~~ ~~ 

Dwelling Information 
Heating System-Replacement if Existing or Other Choice if New Installation 
(Place “I ” next to rimary and “2 ” next to secondary system) 
0 aahp d o t h e r m a l  0 electric furnace 0 ceiling cable 0 baseboard 

0 fuel oil 0 LP 0 natural gas 0 woodcoal 0 other 

0 wall 

Air Conditioning all that apply in replacement of other system) 
None 0 Window units How many? 

Ductwork Information 
0 Existing Insulated? R-value? 2- 

Foundation Type 
0 Unheated Basement 0 Heated Basement 0 Slab 

Insulation Data 
7 Floor %Ceiling Cathedral /4 Wall Slab Perimeter Basement Wall 

Home Type 
0 Single Story 0 Other Sq. Ft. 3/m 

qrb6 7 
Other Information 

Age of Home(‘ifaisting) rd Heat Loss (btdhr.) 71:  32 I f  Heat Gain (btu/hK) 

continued on reverse side ) 



e 
Loop Infwmation 

Vertical 

~ @ Pipe Length (4.) / k f l  No. of Holes (b Pipe Diameter (in.) 2.4 
Type of pipe W 'I '3% P C  Grouting? 0 Yes CH6- 

Horizontal 

Pipe Length (fi.) No. of Pipes Pipe Diameter (in.) 
Type of Pipe Slinky? 0 Yes 0 No 

Pond 

Pipe LengthRon (R.) No. of Coils Pipe Diameter (in.) 
Type of Pipe 

Antifreeze v p e  
0 Potassium Acetate (GS4) 0 Methanol WPropylene Glycol 0 Other 

Contractor Info 
Company 1J-t kf ' %ontractor Representative 
Phone No. Total System Cost / 

Cooperative Approval 
I certijj that an inspection of the installed equipment and insulation standards, ifapplicable, has been made. The 
following quality assurance payment will be made by our cooperative. $ 14 b 

*--/ . 3/47 
Co-op Rkpresenthive Co-opName ! Dati 

For EKPC Use Only: 
Date Rec'd. Incentive Pmt. Transfer Pmt. 

Approved By 

Other Comments: 
T o !  E K P  

'7 -3 -sa 

. 



Loop Information 

@:i:zLgth (ft.) No. of Holes Pipe Diameter (in.) 

Type of Pipe Grouting? Yes 0 No 

Pipe Length (fit.) No. of Pipes Pipe Diameter (in.) 

Type of Pipe Slinky? Yes 0 No 

Pamad 
Pipe Lengtmon (ft.) No. of Coils Pipe Diameter (in.) 

Type of Pipe 

Antifreeze V p e  
Potas s ih  Acetate (GS4) Methanol Propylene Glycol Other 

Conatrraactor Information 
Company Contractor Representative 
Phone No. Total System Cost Date of Completion 

Cooperative Approval 
I certifi that an inspection of the installed equipment and insulation standards, $applicable, has been made. The 
following quality assurance payment will be made by our cooperative. $ 

Co-op Representative Co-op Name Date 

Date Rec’d. Incentive Pmt. Transfer Pmt. 

Approved By 

Other Comments: 



Geothermal Program - @ality Assurance I n f o r m h n  
0 New - geothermal only 0 Retrofit 0 All-Seasons Comfort Home 

e Payee Information 0 Owner 0 Renter 0 Builder 0 Developer 

Name S.S. No. 
Street Address City 

State Zip 

Occupant Information 

Occupant Name (ifdigerent from above) 
Installation Address City 
State Zip 

Permanent Service No. Billing Acct. No. 

Dwelling Information 
Heating System-Replacement if Existing or Other Choice if New Installation 
(Place “I  ” next to primary and “2 ” next to secondary system) 
0 aahp 0 geothermal 0 electric furnace 0 ceiling cable 0 baseboard 
0 fuel oil 0 LP 0 natural gas 0 woodcoal 0 other 

0 wall 

Air Conditioning System (check all that apply in replacement of other system) 
I3 None 0 Central 0 Window units How many? 

Ductwork Information 
0 Existing 0 New Insulated? R-value? 

Foundation Qpe 
0 Unheated Basement 0 Heated Basement 0 Slab 0 Crawl Space 

Insulation Data 
Floor Ceiling Cathedral Wall Slab Perimeter Basement Wall 

Home ‘Qpe 
0 Single Story 0 Two Story 0 Other Sq. Ft. 

Other Information 
Age of Home(ij-existing) Heat Loss @tu/hr) Heat Gain @tu/hr) 

Geothermal System Information 
Manufacturer ARI Standard 325-85 Met? 0 Yes 0 No 
Model No. Serial No. 
Tons Heating Btus@ 50” Cooling Btus@ 50” Total Resistance Heat (kW) 
COP EER WH provided by system? 0 Yes 0 No 

( continued on reverse side ) 



e 

a 

Dealer’s Signature 

Date:- 

no T)esler Incorporated: yes 

Tax Payer ID / Federal ID: 
or Social Secwity # 

This installath is complete md has been impeded by 

Date: 

no Financing: Y e s  

Bank 

Important: This form must be completed by the dealer in order to participate In the 
Geothermal Program 



Orayson R E. C. C. 

Reuort of Installation 

CustomerName: 

Home Address 
I ,  

City : State: Zip: 

Location of Installation: 

Custoenet’s Signature: 

Date: 

Deal@ Information 

Dealer: 

AddTesS: 

Phone: 

Description of Equipment Installed 

Brand 

Model # 

COP 

EER 

Toas 

Water Heating yes no- 

Cooling BTU’s @ 50’ 

Heating BWs @ 50’ 

NeW Home 

Existing ModularDouble Wide 

Commercial 
1( 

.. 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

February 9, 2000 

Carol H. Fraley 
President and CEO 
Grayson R.E.C.C. 
109 Bagby Park 
Grayson, KY. 41143 

Mr. Don M. Combs 
Manager of Finance & Administration 
Grayson Rural Electric Cooperative 
Corporation 
109 Bagby Park 
Grayson, KY. 41143 1292 

RE: Case No. 1999-412 

We enclose one attested copy of the Commission’s Order in 

the above case. 

* 

Stephanie Bell 
Secretary of the Commission 

SB/sa 
Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION FOR THE ASSUMPTION 1 
OF SECURITIES BY GRAYSON RURAL ) CASE NO. 99-412 
ELECTRIC COOPERATIVE CORPORATION ) 

O R D E R  

On September 24, 1999, Grayson Rural Electric Cooperative Corporation 

("Grayson") applied to the Commission for authority to assume securities as required by 

KRS 278.300. After filing deficiencies were corrected, the application was filed as of 

December 14,1999. 

KRS 278.300(2) provides that the Commission shall have 60 days after filing to 

consider applications for authority to issue or assume securities or evidences of 

indebtedness unless it is necessary for good cause to continue the application. As the 

Commission has not completed its investigation of this matter, the Commission finds that 

good cause exists to continue the financing application beyond the 60-day period specified 

in KRS 278.300(2). 

IT IS THEREFORE ORDERED that Grayson's application for authority to incur 

additional indebtedness is continued beyond the 60-day period specified in KRS 

2 78.3 00( 2). 



Done at Frankfort, Kentucky, this 9th day of February, 2000. 

By the Commission 

. -  

ATTEST: 



rayson erative C n 
109 Bagby Park + Grayson, KY 41 143-1292 
Telephone 606-474-5 136 0 1-800-562-3532 @ Fax 606-474-5862 

February 4,2000 

Martin J. Huelsmann 
Executive Director 
Kentucky Public Service Commission 
PO Box 615 
Frankfort, KY 40602 

RE: CaseNo. 999-412 
Geothermal and ETS Loan Guarantee Programs 

Dear Mr. Huelsmann: 

In reply to the informal Conference Memorandum date 
information: 

January 27,2000 we are submitting the following 

1 .  In reference to exhibit five of our original application which shows the status of all loans 
guaranteed by this program, please note that the one loan in default was indeed paid by 
the Cooperative. Grayson Rural Electric Cooperative Corporation paid the First 
National Bank of Grayson $3,260.99 on September 30, 1999. Since that time our 
attorney W. Jeffrey Scott has negotiated a payment schedule with Mr. Rucker of $100 
per month and his payments are current. 

A copy of the certificate of compliance prepared for Commercial or First National Bank 
loans and a listing of documents accumulated by Grayson Rural Electric Cooperative 
Corporation in conjunction with a loan guarantee application. 

2 .  

a. 
b. 
c. Heating cpoling calculation 
d. Quality Assurance Form 

Report of installation (see exhibit 1) 
Floor plan and energy audit information 

3.  ETS Loans are made only through the First National Bank. 

4. See exhibit 1 and 2 of the original application for agreements between the First National 
Bank and Grayson Rural Electric Cooperative Corporation and exhibit 3 for the 
agreement between the Commercial Bank and Grayson Rural Electric Cooperative 
Corporation. Exhibit 4 of the original application is the agreement between the 
Commercial Bank and dealers certified by Grayson Rural Electric Cooperative 
Corporation to install geothermal systems. 

a 
A Touchstone Energy'hperative & I 

, 
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Paul E. Patton 
Governor 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-3460 

www. psc.state.ky.us 

January 27,2000 

Carol Hall Fraley, President and CEO 
Grayson Rural Electric Cooperative Corporation 
109 Bagby Park 
Grayson, Kentucky 41 143 

RE: Case No. 99-412 
Informal Conference Memorandum 

Dear Ms. Fraley, 

Ronald B. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

Martin J. Huelsmann 
Executive Director 

Public Service commission 

Attached is a memorandum covering the issues discussed at the informal 
conference held in this case on January 25, 2000. This memorandum is being filed as 
part of the record in this proceeding. 

If Grayson has any comments or corrections it believes are necessary, please file 
those comments or corrections in writing no later than February 7, 2000: If you have 
any questions, please contact Isaac Scott of the Commission Staff at (502) 564-3940, 
extension 444. 

Sincerely, 

Martin J: Huelsmann 
Executive Director 

cc: Case File No. 99-412 
Attach men t 



KENTUCKY PUBLIC SERVICE COMMISSION 

TO: Case File No. 99-412 
Grayson Rural Electric Cooperative Corporation 

Isaac S. Scott, Team Leader L))& FROM: 

DATE: January 27,2000 

RE: Informal Conference of January 25, 2000 

An informal conference was held at the Cornmission’s offices on January 
25, 2000, with representatives of Grayson Rural Electric Cooperative Corporation 
(“Grayson”). The purpose of this informal conference was to clarify information 
contained in Grayson’s application for authority to guarantee the financing of loans to its 
members for geothermal heat pump systems (“geothermal”) and electric thermal 
storage units (“ETS”). A list of the attendees is included with this memorandum as 
Attachment 1. 

The Commission’s January 14, 2000 Order provided a list of subjects to 
be discussed at the informal conference. Working from this list, Grayson began by the 
conference be describing how the program was beneficial to its members. It indicated 
that the promotion of the geothermal and ETS alternatives had been related to the 
efforts of its generation and transmission cooperative, East Kentucky Power 
Cooperative, Inc. (“East Kentucky”), in developing demand-side management (“DSM”) 
options for its member cooperatives. Grayson also noted that a neighboring investor- 
owned utility had been promoting similar DSM-related programs. Grayson stated that 
East Kentucky had done a lot of research related to the use of geothermal and ETS, 
and made that information available to the member cooperatives. East Kentucky also 
shares in the cost of promoting these alternatives. 

Grayson made inquiries of all the banks in its service territory to see if any 
were interested in a program where Grayson would guarantee a portion of the financing 
for geothermal and ETS. Only two banks were interested in becoming involved with the 
program: The Commercial Bank of Grayson (“Commercial”) and First National Bank of 
Grayson (“First National”). Under the current arrangements, the banks process the 
financing applications and do all financial evaluations. Grayson has indicated to the 
banks they are only interested in guarantee those loans which the banks were willing to 
make based upon the banks’ own evaluation of the borrower’s credit. Grayson will 
guarantee geothermal financing up to $5,000 and ETS financing up to $1,000. The loan 
term and applicable interest rate are specified in the guaranty agreements that Grayson 
signs. 

e 

INTRA-AGENCY MEMORANDUM 

-... . . .  . * .  



In conjunction with the guarantee program, Grayson performs an energy 
audit of the member’s residence. In addition, Grayson will only guarantee loans where 
certified dealers have been used to install the equipment. Grayson has certified a group 
of dealers in its service territory who are qualified to install geothermal and ETS; 
currently approximately 10 dealers are certified. The results of the energy audit, the 
specifics of the geothermal or ETS installed, and a Certificate of Compliance are 
retained by Grayson as part of its files for the guarantee program. 

Grayson’s board of directors have authorized this program, and 
designated certain management personnel as authorized to sign the loan guarantees on 
Grayson’s behalf. The authorizations apply to the guarantee with a particular bank, the 
board does not have to review and approve each loan guaranteed by Grayson. None of 
the board members serve on the governing boards of the two participating banks. 

Grayson provided an updated version of Exhibit 5 of its application, which 
shows the status of all loans guaranteed by it under this-program. While Grayson 
identified one loan in default, it reported that the member and the bank had worked out 
a repayment arrangement, and Grayson had not been called upon to make good on that 
loan. Grayson stated that the banks and the individual member usually will try to work 
out any problems concerning the payment status of the loans before coming to Grayson 
for any assistance or action. To date, Grayson has not been required to pay on any 
loan it has guaranteed. A copy of the updated Exhibit 5 is included with this 
memorandum as Attachment 2. 

Grayson agreed to provide the following information to assist the 
Commission Staff in its analysis of the pending application: 

. A copy of the Certificate of Compliance prepared for Commercial or 
First National loans. . A listing of the documents accumulated by Grayson in conjunction with 
a loan guarantee application. 

m A copy of the guaranty agreement used for ETS loans through 
Commercial, or a statement that ETS loans are only made through 
First National. 

= Where applicable, a description of any documentation that may be 
different between Commercial and First National guaranty agreements. 

Grayson indicated that it should be able to provide the additional information within the 
next few days. 

Attachments 
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CASE NO. 99-412 

GRAYSON RURAL ELECTRIC COOPERATIVE CORPORATION 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

January 24, 2000 

Carol H. Fraley 
President and CEO 
Grayson R.E.C.C. 
109 ‘Bagby Park 
Grayson, KY. 41143 

Mr. Don M. Combs 
Manager of Finance & Administration 
Grayson Rural Electric Cooperative 
Corporation 
109 Bagby Park 
Grayson, KY. 41143 1292 

RE: Case No. 1999-412 

We enclose one attested copy of the Commission’s Order in 

the above case. 

SB/sa 
Enclosure 

Sincerely, I 

Secretary of the Commission I 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION FOR THE ASSUMPTION OF 
SECURITIES BY GRAYSON RURAL ELECTRIC ) CASE NO. 99-412 
COOP E RAT IVE CO RPO RAT1 0 N 

) 

1 

O R D E R  

On January 14, 2000, the Commission scheduled an informal conference with 

Grayson Rural Electric Cooperative Corporation (“Grayson”) to seek clarification of 

information contained in Grayson’s December 14, 1999 application. On January 20, 

2000, Grayson filed a request to change the time of the informal conference from 1 :30 

p.m. to 1O:OO a.m., Eastern Standard Time. 

IT IS HEREBY ORDERED that the informal conference scheduled on January 

25, 2000 will start at 1O:OO a.m., Eastern Standard Time, rather than 1:30 p.m. as 

established by the Commission’s January 14, 2000 Order. 

Done at Frankfort, Kentucky, this 24th day o f  January, 2000. 

By the Commission 

ATTEST: 

Executive D M o r  



January 18,2000 

Grayson Rural Electric Cooperative Corporation 

109 Bagby Park + Grayson, Kentucky 41 143- 1292 
Telephone: 606-474-5 136 + 1-800-562-3532 + Fax: 606-474-5862 

n 9 2000 

Mr. Martin J. Huelsmann, Jr. 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel lane 
Post Office Box 61 5 
Frankfort, KY 40602 

RE: Case No. 99-41 2 

Dear Mr. Huelsmann: 

Grayson Rural Electric Cooperative Corporation requests that the Commission re-schedule the 
informal conference ordered in your Order of January 14,2000 to January 25,2000, at 1000 a.m. 

Sincerely, - 
Don M. Combs 
Manager Finance & Administration 

Owned by those we serve. 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 14, 2000 

Carol H. Fraley 
President and CEO 
Grayson R.E.C.C. 
109 Bagby Park 
Grayson, KY. 41143 

Mr. Don M. Combs 
Manager of Finance & Administration 
Grayson Rural Electric Cooperative 
Corporation 
109 Bagby Park 
Grayson, KY. 41143 1292 

RE: Case No. 1999-412 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, 

Stephanie Bell 
Secretary of the Commission 

SB/sa 
Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

CASE NO. 99-412 
APPLICATION FOR THE ASSUMPTION OF ) 
SECURITIES BY GRAYSON RURAL ELECTRIC 
COOPERATIVE CORPORATION 1 

) 

O R D E R  

The Commission, upon its own motion, HEREBY ORDERS that an informal 

conference is scheduled with Grayson Rural Electric Cooperative Corporation 

(“Grayson”) for January 25, 2000, at 1:30 p.m., Eastern Standard Time, in Conference 

Room 1 in the Commission’s offices at 730 Schenkel Lane, Frankfort, Kentucky. The 

purpose of the informal conference will be to seek clarification of information contained 

in Grayson’s application, filed on December 14, 1999. Grayson should be prepared to 

answer questions about the following subjects: 

1. The reason(s) why Grayson believes the loan guarantee program is a 

service it should be providing to its members. 

2. The events that led to the initial establishment of the loan guarantee 

program in 1995. This subject will include any consultations or discussions Grayson 

had with the Kentucky Association of Electric Cooperatives, East Kentucky Power 

Cooperative, Inc., other surrounding cooperatives, the Rural Utilities Service, and 

Grayson’s supplemental lenders. 

3. Updating and expanding the information contained in Exhibit 5 of the 

application. Loan guarantee activity should be updated through December 31, 1999. 

For each loan listed, Grayson should be prepared to indicate whether the loan is for a 



geothermal heat pump system or an electric thermal storage unit and the interest rate in 

effect. 

4. Loans in default as of December 31, 1999 and the collection efforts 

undertaken by Grayson. 

5. 

6. 

The role of Grayson’s board of directors in the loan guarantee program. 

Any associations between members of Grayson’s board of directors or its 

management and the Commercial Bank of Grayson or First National Bank of Grayson. 

7. The terms and conditions contained in each loan document, Exhibits 1 

through 4 of the application. 

Done at Frankfort, Kentucky, this 14 th  day of January, 2000. 

By the Commission 

ATTEST: 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

January 5, 2000 

Carol H. Fraley 
President and CEO 
Grayson R.E.C.C. 
109 Bagby Park 
Grayson, KY. 41143 

Mr. Don M. Combs 
Manager of Finance & Administration 
Grayson Rural Electric Cooperative 
Corporation 

109 Bagby Park 
Grayson, KY. 41143 1292 

RE: Case No. 1999-412 
GRAYSON R.E.C.C. 

The Commission staff has reviewed your response of December 
14, 1999 and has determined that your application in the above 
case now meets the minimum filing requirements set by our regula- 
tions. Enclosed please find a stamped filed copy of the first 
page of your filing. This case has been docketed and will be 
processed as expeditiously as possible. 

If you need further information, please contact my staff 
at 502/564-3940. 

Sincerely, 

0 

Secretary of the Commission 

SB/sa 
Enclosure 



September 22,1999 

Ms. Helen C. Helton 
Executive Direct or 

Grayson Rural Electric Cooperative Corporation 

109 Bagby Park + Grayson, Kentucky 41 143- 1292 
Telephone: 606-474-5 136 + 1-800-562-3532 + Fax: 606-474-5862 

Kentucky Public Service commission 
731 Schenkel Lane 
Frankfort, KY 40601 

. .  

Ms. Helton: 

Please find attached Grayson Rural Electric Cooperative Corporation's application for 
the assumption of securities as required by KRS 278.300. 

Feel free to contact me for additional Information. 

Sincerely, 

L- 
Don M. Combs 
Mgr - Finance & Administration 

Owned by those we serve. 



Grayson Rural Electric Cooperative Corporation 

109 Bagby Park + Grayson, Kentucky 41 143-1292 
Telephone: 606-474-5 136 0 1-800-562-3532 + Fax: 606-474-5862 

December 13, 1999 

Helen C. Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
P 0 Box 615 
Frankfort, KY 40602 

RE: Case No. 99-41 2 

Dear Ms. Helton: 

Please find attached five copies of responses to filing deficiencies noted in the 
Commission's correspondence of December 1, 1999. 

Tab 1 

Tab 2 

Tab 3 

Detailed Income & balance Sheet 

Articles of Incorporation 

Mortgages or Trust Deeds 

Sincerely, 

--I 

Don M. Combs 
Manager of Finance & Administration 

Wried by those we sene. 



December 13, 1999 

109 Bagby Park + Grayson, Kentucky 41 143- 1292 
Telephone: 606-474-5 136 0 1-800-562-3532 + Fax: 606-47 

Helen C. Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
P 0 Box 615 
Frankfort, KY 40602 

RE: Case No. 99-41 2 

Dear Ms. Helton: 

Please find attached five copies of responses to filing deficiencies noted in the 
Commission's corespondence of December 1, 1999. 

Tab 1 

Tab 2 

Tab 3 

Detailed Income 8, balance Sheet 

Articles of Incorporation 

Mortgages or Trust Deeds 

Sincerely, 

-- 

Don M. Combs 
Manager of Finance & Administration 

Burned by those we serve. 





Grayson Rural Electric Cooperative 
Balance Sheet 

31-OCt-99 

ASSETS 

Electric Plant * 

In service 
Under construction 

Less accumulated depreciation 

Investments 

Current Assets: 
Cash and temporary investments 
Accounts receivable, net 
Material and supplies 
Prepayments 

Total Assets 

0 MEMBERS EQUITIES AND LIABILITIES 

Margins and Equities: 
Memberships 
Patronage capital 
Other equities 

Long Term Debt 

Accumulated Operating Provisions 

Current Liabilities 
Notes payable 
Accounts payable 
Consumer deposits 
Accrued expenses 

Consumer advances for construction 

Total Members' Equities and Liabilities 

$ 35,147,617 
$ 141,581 

$ (5,041,007) 

$ 2,918,063 

$ 166,880 
$ 2,985,119 
$ 194,693 
$ 41,305 

$ 36,554,251 

$ 20,590,066 

$ 1,013,134 

$ 2,434,241 
$ 1.067,546 
$ 873,216 
$ 464,719 

$ 119.554 

$ 36,554,251 



Grayson Rural Electric Cooperative 
Statement of Operations 
October 31,1999 e 
Operating Revenue 

Sale of electric energy 
Other electric revenue 

Operating Expenses 
Cost of power 
Distribution - operations 
Distribution - maintenance 
Consumer accounts 
Consumer service 
Sales 
Administrative and general 

$ 12,949,751 
$ 525,993 
$ 13,475,744 

$ 7,727,546 
$ 528,305 
$ 955,504 
$ 534,492 
$ 83,419 
$ 25,021 ' 
$ 749,936 

Total operation and maintenance $ 10,604,223 

Depreciation 
Taxes - property 
Taxes - other 
Interest on long term debt 
Other interest expense 
Other deductions 

$ 1,024,451 
$ 
$ 15,237 
$ 1,061,780 
$ 52,326 
$ I 58,588 

Total cost of electric service $ 12,916,605 

Utility operating margins $ 559,139 

Non-operating margins, interest $ 36,789 
Non-operating margins, other $ 22,543 

Patronage capital: 
G & T  
Others 

$ 
$ 51,538 

Net margins $ 670,009 



STATE OF KENTUCKY 

ily Commiss 

SC’l 
COUNTY O F  CARTER 

I ,  C u r t  F e r g u s o n ,  A N o t a r y  P u b l i c  i n  a n d  f o r  t h e  

s a i d  c o u n t y  a n d  s t a t e  d o  h e r e b y  c e r t i f y  t h a t  t h i s  i n s t r u m e n t  o f  

w r i t i n g  f rom L .  C .  W h i t e ,  A .  G .  Rice, F .  A .  Plurniner, N .  S .  B e n t l e y  

I .  E .  P e l f r e y ,  James B r y s o n ,  a n d  J o h n  Lee B u r t o n  was t h i s  d a y  

p r o d u c e d  t o  me by  t h e  a b o v e  p a r t i e s  a n d  was a c k n o w l e d g e q  b y  t h e  

s a i d  L .  C .  IVhi te ,  A .  G .  Rice,  F .  A .  Plummer,  I V .  S .  B e n t l e y ,  I .  E .  

P e l f r e y ,  James B r y s o n  a n d  J o h n  Lee  B u r t o n  t o  b e  t h e i r  a c t  a n d  d e e d  

G i v e n  u n d e r  my h a n d  a n d  s e a l  t h i s  - d a y  oE O c t o b e r  1 9 5 0 .  

My Commiss ion  e x p i r e s :  

C u r t  F e r g u s o n  
N o t a r y  P u b l i c  i n  a n d  f o r  

C a r t e r  C o u n t y ,  K e n t u c k y  

S E A L  

I n  T e s t i m o n y  w h e r e o f  t h e  u n d e r s i g n e d ,  I V .  G .  IVomack a s  

P r e s i d e n t  a n d  J a m e s  E .  Lewis a s  S e c r e t a r y  o f  G r a y s o n  R u r a l  E l e c t r i  

C o o p e r a t i v e  C o r p o r a t i o n  s u b s c r i b e  t h e i r  names t h i s  2 6 t h  d a y  ,of 

J u l y ,  1 9 7 5 .  

A t z s  t : 
/ ’ P r e s i d e n t  .. . .. 

S t a t e  of  K e n t u c k y  

C o u n t y  o f  (‘ai 

I ,  t h e  u n d e r s i g n e d ,  a n o t a r y  p u b l i c  i n  a n d  f o r  t h e  S t a t e  o f  

K e n t u c k y ,  h e r e b y  c e r t i f y  t h a t  t h e  f o r e g o i n g  amended A r t i c l e s  of  

I l n c o r p o r x t i o n  o f  G r a y s o n  R u r a l  E l e c t r i c  C o o p e r a t i v e  C o r p o r a t i o n  we 

d a y  p r o d u c e d  t o  me i n  my o f f i c e  a n d  a c k n o w l e d g e d  a n d  d e l i v e r e  

y i V .  G .  IVomack, P r e s i d e n t  o f  G r a y s o n  R u r a l  E l e c t r i c  C o o p e r a t i v e  

o r p o r a t i o n ,  a n d  by  James E .  Lewis, S e c r e t a r y  o f  G r a y s o n  R u r a l  
I 

C o o p e r a t i v e  C o r p o r a t i o n ,  t o  b e  t h e i r  f r e e  a c t  a n d  d e e d  a n  

h e  a c t  a n d  d e e d  o f  s a i d  C o r p o r a t i o n .  

G i v e n  u n d e r  my h a n d  t h i s  2 6 t h  d a y  o f  J u l y ,  1 9 7 5 .  

4 



AMENDED ARTICLES OF INCORPORATION OF GRAYSON R U R A L  

E LE C T R I C C 00 P E RAT I VE COR P 0 RAT I O N  

P u r s u a n t  t o  S e c t i o n  2 7 9 . 0 5 0  a n d  o t h e r  a p p l i c a b l e  s e c t i o n s  

f t h e  K e n t u c k y  R e v i s e d  S t a t u t e s ,  t h e  u n d e r s i g n e d  c o r p o r a t i o n  

d o p t s  t h e  €allowing amendment t o  i t s  A r t i c l e s  o f  I n c o r p o r a t i o n .  

(1) 
I .  I S  

The name o f  t h e  c o r p o r a t i o n  i s  G r a y s o n  R u r a l  E l e c t r i k  

3 o p e r a t i v e  C o r p o r a t i o n .  

a s  a d o p t e d  u n a n i m o u s l y  by  t h e  B o a r d  of  D i r e c t o r s  or: t h e  

J r p o r a t i o n  a n d  t h e  members  t h e r e o f  by  a m a j o r i t y  o f  s a i d  members  

t a m e e t i n g  h e l d  J u l y  1 6 ,  1 9 7 5 ,  and  i n  t h e  manner  r e q u i r e d  b y  

lie laws o f  t h e  S t a t e  o f  K e n t u c k y ,  t o - w i t :  

Article I1 of t h e  o r i g i n a l  Art ic les  of I n c o r p o r a t i o n  i s  

e r e b y  s t r i c k e n  f r o m  s a i d  o r i g i n a l  A r t i c l e s .  

The  A r t i c l e s  of  I n c o r p o r a t i o n  o f  t h e  G r a y s o n  R u r a l  E l e c t r i c  

o o p e r a t i , v e  C o r p o r a t i o n ,  a s  amended,  s h a l l  r e a d  a s  f o l l o w s :  

ARTICLES O F  INCORPORATION 

O F  

GRAYSON R U R A L  ELECTRIC COOPERATIVE CORPORATION. 

The  i n c o r p o r a t o r s  whose  names a r e  h e r e u n t o  s i g n e d ,  b e i n g  n a t -  

r a l  p e r s o n s  a n d  c i t i z e n s  of t h e  Corninonwealth o f  Kentuc!;y, h a v e  

x e c u t e d  t h e s e  a r t i c l e s  o f  i n c o r p o r a t i o n  f o r  t h e  p u r p o s e  of 

Drming a c o o p e r a t i v e  c o r p o r a t i o n  n o t  o r g a n i z e d  f o r  p e c u n i a r y  

r o f i t  p u r s u a n t  t o  t h e  ” R u r a l  E l e c t r i c  C o o p e r a t i v e  C o r p o r a t i o n  

c t ”  w h i c h  was p a s s e d  by  t h e  G e n e r a l  Assembly  o f  K e n t u c k y  a t  

p e c i a l  S e s s i o n ,  1 9 3 6 ,  a n d  a p p r o v e d  on  J a n u a r y  1 8 ,  1 9 3 7 ,  i n  

c c o r d a n c e  w i t h  t h e  f o l l o w i n g  p r o v i s i o n s  : 

ARTICLE I .  

The name o f  t h e  C o r p o r a t i o n  s h a l l  b e  “ G r a y s o n  R u r a l  E l e c t r i c  

o o p e r a t i v e  C o r p o r a t i o n ” .  



.e  
ARTICLE 1 1 .  

The p u r p o s e  o r  p u r p o s e s  f o r  which t h e  C o r p o r a t i o n  i s  formed 

r e  t o  promote  and  encourage  t h e  f u l l e s t  p o s s i b l e  u s e  o f  e l e c t r i c  

ne rgy  i n  t h e  Commonwealth o f  Kentucky by making e l e c t r i c  e n e r g y  

v a i l a b l e  by p r o d u c t i o n ,  t r a n s m i s s i o n  o r  d i s t r i b u t i o n ,  o r  b o t h ,  

o o r  by o t h e r w i s e  s e c u r i n g  t h e  same Tor t h e  i n h a b i t a n t s  o f  and 

e r s o n s  i n  a r e a s  o f  t h e  Commonwealth of  Kentucky a t  the.! 

owes t  c o s t  c o n s i s t e n t  w i t h  sound b u s i n e s s  methods and p r u d e n t  

anagernent o f  the b u s i n e s s  o f  t h e  C o r p o r a t i o n  and a l s o  by making 

v a i l a b l e  t o  t h e  s a i d  i n h a b i t a n t s  and p e r s o n s  e l e c t r i c a l  d e v i c e s ,  

qu ipmen t ,  w i r i n g  a p p l i c a n t e s ,  f i x t u r e s  and s u p p l i e s  and a l l  k i n d s  

f t o o l s ,  equipment  and  mach ine ry  ( i n c l u d i n g  any f i x t u r e s  o r  

r o p e r t y  o r  b o t h  w h i c h  may by i t s  u s e  be conduc ive  t o  a more 

omple t e  u s e  of  e l e c t r i c i t y  o r  e l e c t r i c  ene rgy)  o p e r a t e d  by e l e c -  

r i c i t y  o r  e l e c t r i c  e n e r g y  and ,  w i t h o u t  l i m i t i n g  t h e  g e n e r a l i t y  

f t h e  f o r e g o i n g :  

( a )  t o  g e n e r a t e ,  m a n u f a c t u r e ,  p u r c h a s e ,  a c q u i r e  and 

accumula t e  e l e c t r i c  e n e r g y  f o r  i t s  members and non- 

members t o  t h e  e x t e n t  p e r m i t t e d  by t h e  Act unde r  which 

t h e  C o r p o r a t i o n  i s  formed and t o  t r a n s m i t ,  d i s t r i b u t e ,  

f u r n i s h ,  s e l l  and d i s p o s e  of  such  e l e c t r i c  e n e r g y  t o  

i t s  members and  non-members t o  the  e x t e n t  p e r m i t t e d  by 

t h e  Act underwhich  t h e  C o r p o r a t i o n  i s  fo rmed ,  and 

t o  c o n s t r u c t ,  e r e c t ,  p u r c h a s e ,  l e a s e  a s  l e s s e e  and i n  

any  manner a c q u i r e ,  own, h o l d ,  m a i n t a i n ,  o p e r a t e ,  s e l l ,  

d i s p o s e  o f ,  l e a s e  a s  l e s s o r ,  exchange  and mor tgage  

p l a n t s ,  b u i l d i n g s ,  works ,  mach ine ry ,  s u p p l i e s ,  a p p a r a -  

t u s ,  equipment  and  e l e c t r i c  t r a n s m i s s i o n  and d i s t r i b u -  

t i o n  l i n e s  o r  sys t ems  n e c e s s a r y ,  c o n v e n i e n t  o r  u s e -  

f u l  f o r  c a r r y i n g  o u t  and a c c o m p l i s h i n g  any o r  a l l  

o f  t h e  f o r e g o i n g  p u r p o s e s ;  

(b )  t o  a c q u i r e ,  own, h o l d ,  u s e ,  e x e r c i s e  a n d ,  t o  t h e  e x t e n t  



p e r m i t t e d  by law, t o  s e l l ,  m o r t g a g e ,  p l e d g e ,  h y p o -  

t h e c a t e  a n d  i n  a n y  manner  d i s p o s e  o f  F r a n c h i s e s ,  

r i g h t s ,  p r i v i l e g e s ,  l i c e n s e s ,  r i g h t s  O F  way a n d  

e a s e m e n t s  n e c e s s a r y ,  u s e f u l  o r  a p p r o p r i a t e  t o  accom-  

p l i s h  a n y  o r  a l l  o f  t h e  p u r p o s e s  o f  t h e  C o r p o r a t i o n ;  

( c )  t o  p u r c h a s e ,  r e c e i v e ,  l e a s e  a s  l e s s e e ,  o r  i n  a n y  

o t h e r  m a n n e r  a c q u i r e ,  own, h o l d ,  m a i n t a i n ,  u s e ,  c o n v e y ,  

s e l l ,  l e a s e  a s  l e s s o r ,  e x c h a n g e ,  m o r t g a g e ,  p l e d g e  

o r  o t h e r w i s e  d i s p o s e  o f  a n y  a n d  a l l  r e a l  a n d  p e r s o n a l  

p r o p e r t y  o r  a n y  i n t e r e s t  t h e r e i n  n e c e s s a r y ,  u s e f u l  

o r  a p p r o p r i a t e  t o  e n a b l e  t h e  C o r p o r a t i o n  t o  a c c o m p l i s h  

a n y  o r  a l l  o f  i t s  p u r p o s e s ;  

( d )  t o  a s s i s t  i t s  members t o  wire t h e i r  p r e m i s e s  a n d  i n -  

s t a l l  t h e r e i n  e l e c t r i c a l  a n d  p l u m b i n g  a p p l i a n c e s ,  

E i x t u r e s ,  n i a c h i n e r y ,  s u p p l i e s ,  a p p a r a t u s  a n d  e q u i p m e n t  

o f  a n y  a n d  a l l  k i n d s  a n d  c h a r a c t e r  ( i n c l u d i n g ,  w i t h o u t  

l i m i t i n g  t h e  g e n e r a l i t y  oE t h e  f o r e g o i n g ,  s u c h  a s  a r e  

a p p l i c a b l e  t o  w a t e r  s u p p l y  a n d  s e w a g e  d i s p o s a l )  a n d ,  

i n  c o n n e c t i o n  t h e r e w i t h  a n d  For  s u c h  p u r p o s e s ,  t o  p u r -  

c h a s e ,  a c q u i r e ,  l e a s e ,  s e l l ,  d i s t r i b u t e ,  i n s t a l l  a n d  

r e p a i r  e l e c t r i c a l  a n d  p l u m b i n g  a p p l i a n c e s  F i x t u r e s ,  

m a c h i n e r y ,  s u p p l i e s ,  a p p a r a t u s  a n d  e q u i p m e n t  o f  a n y  

a n d  a l l  k i n d s  a n d  c h a r a c t e r  ( i n c l u d i n g ,  w i t h o u t  

l i m i t i n g  t h e  g e n e r a l i t y  O F  t h e  f o r e g o i n g ,  s u c h  a s  

a r e  a p p l i c a b l e  t o  water  s u p p l y  a n d  s e w a g e  d i s p o s a l )  

a n d  t o  r e c e i v e ,  a c q u i r e ,  e n d o r s e ,  p l e d g e ,  g u a r a n t e e ,  

h y p o t h e c a t e ,  t r a n s f e r  o r  o t h e r w i s e  d i s p o s e  o f  n o t e s  

a n d  o t h e r  e v i d e n c e s  o f  i n d e b t e d n e s s  a n d  a l l  s e c u r i t y  

t h e r e f o r  ; 

( e )  t o  b o r r o w  money,  t o  make a n d  i s s u e  b o n d s ,  n o t e s  a n d  

o t h e r  e v i d e n c e s  o f  i n d e b t e d n e s s ,  s e c u r e d  o r  u n s e c u r e d ,  

F o r  moneys b o r r o w e d  o r  i n  payment  F o r  p r o p e r t y  a c -  



. .  0 

.. . -- ..-- 

q u i r e d ,  o r  f o r  any o f  t h e  o t h e r  o b j e c t s  o r  p u r p o s e s  

of  t h e  C o r p o r a t i o n ;  t o  s e c u r e  t h e  payment of  s u c h  

bonds ,  n o t e s  o r  o t h e r  e v i d e n c e s  o f  i n d e b t e d n e s s  by 

mor tgage  o r  m o r t g a g e s ,  o r  deed  o r  deeds  of  t r u s t  

upon,  o r  by t h e  p l e d g e  o f  o r  o t h e r  l i e n  upon,  any 

o r  a l l  o €  t h e  p r o p e r t y ,  r i g h t s ,  p r i v i l e g e s  o r  p e r -  

mits o f  t h e  C o r p o r a t i o n ,  wheresoeve r  s i t u a t e d ?  

a c q u i r e d  o r  t o  be a c q u i r e d ;  

( f )  t o  do and perEorm, e i t h e r  f o r  i t s e l f  o r  i t s  mem- 

b e r s ,  any  and a l l  a c t s  and t h i n g s ,  and  t o  have  and 

e x e r c i s e  any  and a l l  powers ,  a s  may b e  n e c e s s a r y  

o r  c o n v e n i e n t  t o  accompl i sh  any  o r  a l l  o f  t h e  f o r e -  

g o i n g  p u r p o s e s  o r  a s  may be p e r m i t t e d  by t h e  Act 

unde r  which t h e  C o r p o r a t i o n  i s  formed,  and  t o  e x -  

e r c i s e  any o f  i t s  powers anywhere .  

A R T I C L E  111. 

The p r i n c i p a l  o f L i c e  of  t h e  C o r p o r a t i o n  s h a l l  be l o c a t e d  

t G r a y s y ,  i n  t h e  County o f  C a r t e r ,  Commonwealth o f  Kentucky.  
.J 

ARTICLE IV. 

The o p e r a t i o n s  o f  t h e  C o r p o r a t i o n  a r e  t o  be conduc ted  i n  

he C o u n t i e s  o f  C a r t e r ,  E l l i o t t ,  Greenup,  Lawrence, and Rowan, 

nd i n  such  o t h e r  c o u n t i e s  a s  such  o p e r a t i o n s  may from t i m e  t o  

ime become n e c e s s a r y  o r  d e s i r a b l e  i n  t h e  i n t e r e s t  o f  t h i s  Cor-  

o r a t i o n  o r  o f  i t s  members. 

ARTICLE V .  

The number o f  d i r e c t o r s  o f  t h e  C o r p o r a t i o n  s h a l l  be n o t  

ess  t h a n  f i v e  ( 5 )  n o r  more t h a n  e l e v e n  ( 1 1 ) .  Un les s  o t h e r w i s e  

r o v i d e d  by t h e  by laws ,  t h e  number of  d i r e c t o r s  s h a l l  be  seven  ( 7 )  

ARTICLE V I .  

The names and  p o s t  o f f i c e  a d d r e s s e s  o f  t h e  d i r e c t o r s  who 

r e  t o  manage t h e  a f f a i r s  of  t h e  C o r p o r a t i o n  u n t i l  t h e  f i r s t  

n n u a l  m e e t i n g  of  t h e  members o r  u n t i l  t h e i r  s u c c e s s o r s  s h a l l  



have been  e l e c t e d  and s h a l l  have q u a l i f i e d ,  a r e :  

NAME POST OFFICE ADDRESS. 

L .  C .  White Green ,  Kentucky 

A .  G .  R ice  Newcornbe, Kentucky 

F .  A .  Plumrner G e s l i n g ,  Kentucky 

IV. S .  B e n t l e y  L e t i t i a ,  Kentucky 

I .  E .  P e l f r e y  E 1 1 i o  t t v  i 1 1 e ,  Kentucky .\ 

James Bryson lVals!i, Kentucky 

John Lee Bur ton  B l a i n e ,  Kentucky 

ARTICLE V I I .  

The d u r a t i o n  o f  t h e  C o r p o r a t i o n  i s :  p e r p e t u a l .  

ARTICLE V I I I .  

S e c t i o n  1. The C o r p o r a t i o n  s h a l l  have no c a p i t a l  s t o c k ,  

and the p r o p e r t y  r i g h t s  and i n t e r e s t s  o f  each  member s h a l l  be  

e q u a l .  

S e c t i o n  2 .  Any p e r s o n ,  f i r m ,  c o r p o r a t i o n  o r  body p o l i t i c  

nay become a member i n  t h e  C o r p o r a t i o n  by :  

(a)., p a y i n g  t h e  membership f e e  s p e c i f i e d  i n  t h e  b y l a w s ;  

( b )  a g r e e i n g  t o  p u r c h a s e  €rom t h e  C o r p o r a t i o n  e l e c t r i c  

e n e r g y  a s  s p e c i F i e d  i n  t h e  by laws ;  and 

( c )  a g r e e i n g  t o  comply w i t h  and be bound by t h e s e  a r t i c l e s  

o f  i n c o r p o r a t i o n  and t h e  bylaws o f  t h e  C o r p o r a t i o n  

and  any  amendments t h e r e t o  and such  r u l e s  and  r e g u -  

l a t i o n s  a s  may from t i m e  t o  t i m e  be a d o p t e d  by t h e  

boa rd  o f  d i r e c t o r s ;  

p r o v i d e d ,  however ,  t h a t  no p e r s o n ,  f i r m ,  c o r p o r a t i o n  o r  body 

p o l i t i c  s h a l l  become a member u n l e s s  and u n t i l  he  o r  i t  has  been 

a c c e p t e d  For membership by t h c  boa rd  o f  d i r e c t o r s  o r  t h e  members 

i n  t h e  manner p r o v i d e d  i n  t h e  by laws .  No p e r s o n ,  f i r m i  c o r p o r a -  

t i o n  o r  body p o l i t i c  may own more t h a n  one  (1) membership i n  

t h e  C o r p o r a t i o n .  

A husband and w i f e  may j o i n t l y  become a member and t h e i r  



i p p l i c a t  o n  f o r  a j o i n t  m e m b e r s h i p  may b e  a c c e p t e d  i n  a c c o r d a n c e  

i i t h  t h e  f o r e g o i n g  p r o v i s i o n s  o f  t h i s  s e c t i o n  p r o v i d e d  t h e  h u s b a n d  

tnd wife  c o m p l y  j o i n t l y  w i t h  t h e  p r o v i s i o n s  o f  t h e  a b o v e  s u b d i v i s i l  

a ) ,  ( b )  a n d  ( c ) .  

S e c t i o n  3 .  M e m b e r s h i p  i n  t h e  C o r p o r a t i o n  s h a l l  b e  t e r m i n a t e d  

iy d e a t h ,  c e s s a t i o n  o f  e x i s t e n c e ,  e x p u l s i o n  o r  i v i t h d r a i v a l  o f  t h e  

iember  a s  p r o v i d e d  i n  t h e  b y l a w s  o f  t h e  C o r p o r a t i o n .  

if m e m b e r s h i p  i n  a n y  m a n n e r  s h a l l  n o t  r e l e a s e  t h e  member o r  h i s  

: s t a t e  f r o m  t h e  d e b t s  o r  l i a b i l i t i e s  o f  s u c h  member t o  t h e  C o r p o r a  

: i o n .  

T y r m i n a t i o n  

S e c t i o n  4 .  The  p r i v a t e  p r o p e r t y  o f  t h e  members o f  t h e  C o r p o r  

. i o n  s h a l l  b e  exempt  f r o m  e x e c u t i o n  f o r  t h e  d e b t s  o f  t h e  C o r p o r a t i  

ind no member o r  i n c o r p o r a t o r  s h a l l  b e  i n d i v i d u a l l y  l i a b l e  o r  

. e s p o n s i b l e  f o r  a n y  d e b t s  o r  l i a b i l i t i e s  o f  t h e  C o r p o r a t i o n .  

S e c t i o n  5 .  The  b y l a w s  o f  t h e  C o r p o r a t i o n  may f i x  o t h e r  terms 

ind c o n d i t i o n s  upon rlrhich p e r s o n s  s h a l l  b e  a d m i t t e d  t o  a n d  r e t a i n  

i e m b e r s h i p  i n  t h e  C o r p o r a t i o n  n o t  i n c o n s i s t e n t  w i t h  t h e s e  a r t i c l e s  

if i n c o r p , o r a t i o n  o r  t h e  Act u n d e r  rlrhich t h e  C o r p o r a t i o n  i s  o r g a n i z  

ARTICLE IX.  

D i r e c t o r s  o f  t h e  C o r p o r a t i o n  s h a l l  b e  members  t h e r e o f .  

ARTICLE -- X .  

T h e  C o r p o r a t i o n  may amend,  a l t e r ,  c h a n g e  o r  r e p e a l  a n y  

)revision c o n t a i n e d  i n  t h e s e  a r t i c l e s  o f  i n c o r p o r a t i o n  i n  t h e  mann 

tow o r  h e r e a f t e r  p r e s c r i b e d  by  law. 

IN WITNESS IVIIEREOF, we h e r e u n t o  s u b s c r i b e  o u r  names  t h i s  

d a y  o f  O c t o b e r ,  1 9 5 0 .  

L .  C .  W h i t e  

A .  G .  Rice - 
F .  A .  Plummer 

J o h n  Lee B u r t o n  

- IV. S .  B e n t l e y  

I .  E .  P e l f r e y  - 
__ J a m e s  B r y s o n  



KENTUCKY 6 1 -AA42 CARTER 

RESTATED MORTGAGE 

AND 

SECURITY AGREEMENT 

Made By And Among 

GRAYSON R U A L  ELECTHC COOPERATIVE COWOMTION, 
Mortgagor 

and 

UNITED STATES OF AMERICA 
Mortgagee 

and 

NATION' RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION, 

Mortgagee 

Dated as of June 3, 1996 

THE MORTGAGOR, AS DEBTOR IS A TRANSMITTING UTILITY. 

FUTURE ADVANCES AND FUTURE OBLIGATIONS ARE SECURED BY THIS INSTRUMENT. 

PROCEEDS AND PRODUCTS OF COLLATERAL ARE COVERED BY THIS INSTRUMENT. 

AFTER-ACQUIRED PROPERTY, BOTH REAL AND PERSONAL, ARE COVERED BY THIS 
INSTRUMENT. 

THIS INSTRUMENT WAS PREPARED BY GEORGANN GUTTERIDGE, ATTORNEY, 
ELECTRIC AND TELEPHONE DIVISION, OFFICE OF THE GENERAL COUNSEL, UNITED 

STATES DEPARTMENT OF AGRICULTURE, WASHINGTON, D. C. 20250-1400. 



RESTATED MORTGAGE AND SECURITY AGREEMENT, dated as of June 3, 1996 
(hereinafter sometimes called this "Mortgage") is made by and among GRAYSON RURAL 
ELECTRIC COOPERATIVE CORPORATION (hereinafter called the "Mortgagor"), a corporation 
existing*;nder the laws of the State of Kentucky, and the UNITED STATES OF AMERICA acting by 
and through the Administrator of the Rural Utilities Service (hereinafter called the "Government") and 
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION (hereinafter called 
"CFC") a corporation existing under the laws of the District of Columbia, and is intended to confer 
rights and benefits on both the Government and CFC, as well as any and all other lenders pursuant to 
Article I1 of this Mortgage that enter into a supplemental mortgage in accordance with Section 2.04 of 
Article I1 hereof (the Government and any such other lenders being herein sometimes collectively 
referred to as the "Mortgagees"). 

WHEREAS, the Mortgagor, the Government and CFC are parties to that certain Supplemental 
Mortgage and Security Agreement dated as of September 1, 1972, as supplemented, amended or 
restated (the "Original Mortgage" identified in Schedule "A" of this Mortgage) originally entered into 
between the Mortgagor, the Government, acting by and through the Administrator of the Rural 
Electrification Administration, the predecessor of RUS , and CFC; 

WHEREAS, the Mortgagor. deems it necessary to borrow money for its corporate purposes 
and to issue its promissory notes and other debt obligations therefor from time to time in one or more 
series, and to mortgage and pledge its property hereinafter described or mentioned to secure the 
payment of the same; 

WHEREAS, the Mortgagor desires to enter into this Mortgage pursuant to which all secured 
debt of the Mortgagor hereunder shall be secured on parity; 

WHEREAS, this Mortgage restates and consolidates the Original Mortgage while preserving 
the priority of the Lien under the Original Mortgage securing the payment of Mortgagor's outstanding 
obligatiork secured under the Original Mortgage, which indebtedness is described more particularly 
by listing the Original Notes in Schedule "A" hereto; and 

WHEREAS, all acts necessary to make this Mortgage a valid and binding legal instrument for 
the security of such notes and obligations, subject to the terms of this Mortgage, have been in all 
respects duly authorized; 

NOW, THEREFORE, THIS MORTGAGE WITNESSETH: That to secure the payment of 
the principal of (and premium, if any) and interest on the Original Notes and all Notes issued 
hereunder according to their tenor and effect, and the performance of all provisions therein and herein 
contained, and in consideration of the covenants herein contained and the purchase or guarantee of 
Notes by the guarantors or holders thereof, the Mortgagor has mortgaged, pledged and granted a 
continuing security interest in, and by these presents does hereby grant, bargain, sell, alienate, 
remise, release, convey, assign, transfer, hypothecate, pledge, set over and confirm, pledge, and 
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grant a continuing security interest and lien in for the purposes hereinafter expressed, unto the 
Mortgagees all property, rights, privileges and franchises of the Mortgagor of every kind and 
description, real, personal or mixed, tangible and intangible, of the kind or nature specifically 
mentioned herein OR ANY OTHER KIND OR NATURE, except any Excepted Property, now owned 
or hereafter acquired by the Mortgagor (by purchase, consolidation, merger, donation, construction, 
erection,pr in any other way) wherever located, including (without limitation) all and singular the 
following?\ 

A. 

B. 

C. 

D. 

GRANTING CLAUSE FIRST '1. 

all of those fee and leasehold interests in real property set forth in Schedule "B" hereto, subject 
in each case to those matters set forth in such Schedule; 

all of the Mortgagor's interest in fixtures, easements, permits, licenses and rights-of-way 
comprising real property, and all other interests in real property, comprising any portion of the 
Utility System (as herein defined) located in the Counties listed in Schedule "B" hereto; 

all right, title and interest of the Mortgagor in and to those contracts of the Mortgagor 

relating to the ownership, operation or maintenance of any generation, transmission or 
distribution facility owned, whether solely or jointly, by the Mortgagor, 

for the purchase of electric power and energy by the Mortgagor and having an original 
term in excess of 3 years, 

for the sale of electric power and energy by the Mortgagor and having an original term in 
excess of 3 years, and 

for the transmission of electric power and energy by or on behalf of the Mortgagor and 
having an original term in excess of 3 years, including in respect of any of the foregoing, 
any amendments, supplements and replacements thereto; 

all the property, rights, privileges, allowances and franchises particularly described in the 
annexed Schedule "B" are hereby made a part of, and deemed to be described in, this Granting 
Clause as fully as if set forth in this Granting Clause at length; and 

ALSO ALL OTHER PROPERTY , real estate, lands, easements, servitudes, licenses, permits, 
allowances, consents, franchises, privileges, rights of way and other rights in or relating to real estate 
or the occupancy of the same; all power sites, storage rights, water rights, water locations, water 
appropriations, ditches, flumes, reservoirs, reservoir sites, canals, raceways, waterways, dams, dam 
sites, aqueducts, and all other rights or means for appropriating, conveying, storing and supplying 
water; all rights of way and roads; all plants for the generation of electric and other forms of energy 
(whether now known or hereafter developed) by steam, water, sunlight, chemical processes and/or 
(without limitation) all other sources of power (whether now known or hereafter developed); all 
power houses, gas plants, street lighting systems, standards and other equipment incidental thereto; all 
telephone, radio, television and other communications, image and data transmission systems, air 
conditioning systems and equipment incidental thereto, water wheels, waterworks, water systems, 
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steam and hot water plants, substations, lines, service and supply systems, bridges, culverts, tracks, 
ice or refrigeration plants and equipment, offices, buildings and other structures and the equipment 
thereto, all machinery, engines, boilers, dynamos, turbines, electric, gas and other machines, prime 
movers, regulators, meters, transformers, generators (including, but not limited to, engine-driven 
generators and turbo generator units), motors, electrical, gas and mechanical appliances, conduits, 
cables, yater, steam, gas or other pipes, gas mains and pipes, service pipes, fittings, valves and 
connections, pole and transmission lines, towers, overhead conductors and devices, underground 
conduits, underground conductors and devices, wires, cables, tools, implements, apparatus, storage 
battery equipment, and all other fixtures and personalty; all municipal and other franchises, consents, 
certificates or permits; all emissions allowances; all lines for the transmission and distribution of .' 
electric current and other forms of energy, gas, steam, water or communications, images and data for 
any purpose including towers, poles, wires, cables, pipes, conduits, ducts and all apparatus for use in 
connection therewith, and (except as hereinbefore or hereinafter expressly excepted) all the right, title 
and interest of the Mortgagor in and to all other property of any kind or nature appertaining to and/or 
used and/or occupied and/or employed in connection with any property hereinbefore described, but in 
all circumstances excluding Excepted Property; 

GRANTING CLAUSE SECOND 

All other property, real, personal or mixed, of whatever kind and description and wheresoever 
situated, including without limitation goods, accounts, money held in a trust account pursuant hereto 
or to a Loan Agreement, and general intangibles now owned or which may be hereafter acquired by 
the Mortgagor, but excluding Excepted Property, now owned or which may be hereafter acquired by 
the Mortgagor, it being the intention hereof that all property, rights, privileges, allowances and 
franchisees now owned by the Mortgagor or acquired by the Mortgagor after the date hereof (other 
than Excepted Property) shall be as fully embraced within and subjected to the lien hereof as if such 
property were specifically described herein. 

GRANTING CLAUSE "IRD 

Also any Excepted Property that may, from time to time hereafter, by delivery or by writing of 
any kind, be subjected to the lien hereof by the Mortgagor or by anyone in its behalf; and any 
Mortgagee is hereby authorized to receive the same at any time as additional security hereunder for 
the benefit of all the Mortgagees. Such subjection to the lien hereof of any Excepted Property as 
additional security may be made subject to any reservations, limitations or conditions which shall be 
set forth in a written instrument executed by the Mortgagor or the person so acting in its behalf or by 
such Mortgagee respecting the use and disposition of such property or the proceeds thereof. 

GRANTING CLAUSE FOURTH 

Together with (subject to the rights of the Mortgagor set forth on Section 5.01) all and singular 
the tenements, hereditaments and appurtenances belonging or in anywise appertaining to the aforesaid 
property or any part thereof, with the reversion and reversions, remainder and remainders and all the 
tolls, earnings, rents, issues, profits, revenues and other income, products and proceeds of the 
property subjected or required to be subjected to the lien of this Mortgage, and all other property of 
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any nature appertaining to any of the plants, systems, business or operations of the Mortgagor, 
whether or not affixed to the realty, used in the operation of any of the premises or plants or the 
Utility System, or otherwise, which are now owned or acquired by the Mortgagor, and all the estate, 
right, title and interest of every nature whatsoever, at law as well as in equity, of the Mortgagor in 
and to the same and every part thereof (other than Excepted Property with respect to any of the 
foregoing). 

r 

EXCEPTED PROPERTY ' 

I 

There is, however, expressly excepted and excluded from the lien and operation of this 
Mortgage the following described property of the Mortgagor, now owned or hereafter acquired 
(herein sometimes referred to as "Excepted Property"): 

A. 

B. 

C. 

D. 

E. 

F. 

G. 

H. 

I. 

all shares of stock, securities or other interests of the Mortgagor in the National Rural Utilities 
Cooperative Finance Corporation, CoBank, ACB, its predecessors in interest and the St. Paul 
Bank for Cooperatives other than any stock, securities or other interests that are specifically 
described in Subclause D of Granting Clause First as being subjected to the lien hereof; 

all rolling stock (except mobile substations), automobiles, buses, trucks, truck cranes, tractors, 
trailers and similar vehicles and movable equipment, and all tools, accessories and supplies used 
in connection with any of the foregoing; 

all vessels, boats, ships, barges and other marine equipment, all airplanes, airplane engines and 
other flight equipment, and all tools, accessories and supplies used in connection with any of the 
foregoing; 

all office furniture, equipment and supplies that is not data processing, accounting or other 
computer equipment or software; 

all leasehold interests for office purposes; 

all leasehold interests of the Mortgagor under leases for an original term (including any period 
for which the Mortgagor shall have a right of renewal) of less than five (5) years; 

all timber and crops (both growing and harvested) and all coal, ore, gas, oil and other minerals 
(both in place or severed); 

the last day of the term of each leasehold estate (oral or written) and any agreement therefor, 
now or hereafter enjoyed by the Mortgagor and whether falling within a general or specific 
description of property herein: PROVIDED, HOWEVER, that the Mortgagor covenants and 
agrees that it will hold each such last day in trust for the use and benefit of all of the 
Mortgagees and Noteholders and that it will dispose of each such last day from time to time in 
accordance with such written order as the Mortgagee in its discretion may give; 

all permits, licenses, franchises, contracts, agreements, contract rights and other rights not 
specifically subjected or required to be subjected to the lien hereof by the express provisions of 
this Mortgage, whether now owned or hereafter acquired by the Mortgagor, which by their 
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terms or by reason of applicable law would become void or voidable if mortgaged or pledged 
hereunder by the Mortgagor, or which cannot be granted, conveyed, mortgaged, transferred or 
assigned by this Mortgage without the consent of other parties whose consent has been 
withheld, or without subjecting any Mortgagee to a liability not otherwise contemplated by the 
provisions of this Mortgage, or which otherwise may not be, hereby lawfully and effectively 
gqnted, conveyed, mortgaged, transferred and assigned by the Mortgagor; and 

the property identified in Schedule "C" hereto. J .  

'\ PROVIDED, HOWEVER, that (I) if, upon the occurrence of an Event of Default, any 
Mortgagee, or any receiver appointed pursuant to statutory provision or order of court, shall have 
entered into possession of all or substantially all of the Mortgaged Property, all the Excepted Property 
described or referred to in the foregoing Subdivisions A through H, inclusive, then owned or 
thereafter acquired by the Mortgagor shall immediately, and, in the case of any Excepted Property 
described or referred to in Subdivisions I through J, inclusive, upon demand of any Mortgagee or 
such receiver, become subject to the lien hereof to the extent permitted by law, and any Mortgagee or 
such receiver may, to the extent permitted by law, at the same time likewise take possession thereof, 
and (ii) whenever all Events of Default shall have been cured and the possession of all or substantially 
all of the Mortgaged Property shall have been restored to the Mortgagor, such Excepted Property 
shall again be excepted and excluded from the lien hereof to the extent and otherwise as hereinabove 
set forth. 

However, pursuant to Granting Clause Third, the Mortgagor may subject to the lien of this 
Mortgage any Excepted Property, whereupon the same shall cease to be Excepted Property. 

TO HAVE AND TO HOLD all said property, rights, privileges and franchises of every kind 
and description, real, personal or mixed, hereby and hereafter (by supplemental mortgage or 
otherwise) granted, bargained, sold, aliened, remised, released, conveyed, assigned, transferred, 
mortgaged, encumbered, hypothecated, pledged, set over, confirmed, or subjected to a continuing 
security interest and lien as aforesaid, together with all the appurtenances thereto appertaining (said 
properties, rights, privileges and franchises, including any cash and securities hereafter deposited with 
any Mortgagee ((other than any such cash, if any, which is specifically stated herein not to be deemed 
part of the Mortgaged Property)), being herein collectively called the "Mortgaged Property") unto the 
Mortgagees and the respective assigns of the Mortgagees forever, to secure equally and ratably the 
payment of the principal of (and premium, if any) and interest on the Notes, according to their terms, 
without preference, priority or distinction as to interest or principal (except as otherwise specifically 
provided herein) or as to lien or otherwise of any Note over any other Note by reason of the priority 
in time of the execution, delivery or maturity thereof or of the assignment or negotiation thereof, or 
otherwise, and to secure the due performance of all of the covenants, agreements and provisions 
herein and in the Loan Agreements contained, and for the uses and purposes and upon the terms, 
conditions, provisos and agreements hereinafter expressed and declared. 

SUBJECT, HOWEVER, to Permitted Encumbrances (as defined in Section 1 . O l ) .  
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ARTICLE 1 

DEFINITIONS $r OTHER PROVISIONS OF GENERAL APPLICATION 

Section ,J .Ol .  Definitions. 

In addition to the terms defined elsewhere in this Mortgage, the terms defined in this 
Article I shall have the meanings specified herein and under the UCC, unless the 
context clearly requires otherwise. The terms defined herein include the plural as '' 
well as the singular and the singular as well as the plural. 

Accounfzha Reauiremenfs shall mean the requirements of any system of accounts 
prescribed by RUS so long as the Government is the holder, insurer or guarantor of 
any Notes, or, in the absence thereof, the requirements of generally accepted 
accounting principles applicable to businesses similar to that of the Mortgagor. 

Additional Notes shall mean any Government Notes issued by the Mortgagor to the 
Government and any Notes issued by the Mortgagor to any other lender, in either 
case pursuant to Article I1 of this Mortgage, including any refunding, renewal, or 
substitute Notes or Government Notes which may from time to time be executed and 
delivered by the Mortgagor pursuant to the terms of Article 11. 

Board shall mean either the Board of Directors or the Board of Trustees, as the case 
may be, of the Mortgagor. 

Business Day shall mean any day that the Government is open for business. 

Debt Service Coverage Ratio C"DSC") shall mean the ratio determined as follows: 
for each calendar year add 

(I) Patronage Capital or Margins of the Mortgagor, 

(ii) Interest Expense on Total Long Term Debt of the Mortgagor (as computed in 
accordance with the principles set forth in the definition of TIER) and 

(iii) Depreciation and Amortization Expense of the Mortgagor, and divide the total so 
obtained by an amount equal to the sum of all payments of principal and interest 
required to be made on account of Total Long-Term Debt during such calendar 
year increasing said sum by any addition to interest expense on account of 
Restricted Rentals as computed with respect to the Times Interest Earned Ratio 
herein. 

Devreciation and Amortization Exuense shall mean an amount constituting the 
depreciation and amortization of the Mortgagor as computed pursuant to Accounting 
Requirements. 
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Electric @stem shall mean, and shall be broadly construed to encompass and include, 
all of the Mortgagor’s interests in all electric production, transmission, distribution, 
conservation, load management, general plant and other related facilities, equipment 
or property and in any mine, well, pipeline, plant, structure or other facility for the 
development, production, manufacture, storage, fabrication or processing of fossil, 
nuclear or other fuel of any kind or in any facility or rights with respect to the supply 
of water, in each case for use, in whole or in major part, in any of the Mortgagor’s 
generating plants, now existing or hereafter acquired by lease, contract, purchase or 
otherwise or constructed by the Mortgagor, including any interest or participation of 
the Mortgagor in any such facilities or any rights to the output or capacity thereof,’ 

, together with all additions, betterments, extensions and improvements to such Electric 
System or any part thereof hereafter made and together with all lands, easements and 
rights-of-way of the Mortgagor and all other works, property or structures of the 
Mortgagor and contract rights and other tangible and intangible assets of the 
Mortgagor used or useful in connection with or related to such Electric System, 
including without limitation a contract right or other contractual arrangement referred 
to in Granting Clause First, Subclause 

6. 

->. 

but excluding any Excepted Property. 

Environmental Law and Environmentul Laws shall mean all federal, state, and local 
laws, regulations, and requirements related to protection of human health or the 
environment, including but not limited to the Comprehensive Environmental 
Response, Compensation and Liability Act of 1980 (42 U.S.C. 9601 et seq.), the 
Resource Conservation and Recovery Act (42 U.S.C. 6901 et seq.), the Clean Water 
Act (33 U.S.C. 1251 et seq.) and the Clean Air Act (42 U.S.C. 7401 et seq.), and 
any amendments and implementing regulations of such acts. 

Euuihr shall mean the total margins and equities computed pursuant to Accounting 
Requirements, but excluding any Regulatory Created Assets. 

Event ofDefudt  shall have the meaning specified in Section 4.01 hereof. 

ExceDted Propem shall have the meaning stated in the Granting Clauses. 

Government shall mean the United States of America acting by and through the 
Administrator of RUS or REA and shall include its successors and assigns. 

Government Notes shall mean the Original Notes, and any Additional Notes, issued 
by the Mortgagor to the Government, or guaranteed or insured as to payment by the 
Govern.ment . 

Indellendent shall mean when used with respect to any specified person or entity 
means such a person or entity who (1) is in fact independent, (2) does not have any 
direct financial interest or any material indirect financial interest in the Mortgagor or 
in any affiliate of the Mortgagor and (3) is not connected with the Mortgagor as an 
officer, employee, promoter, underwriter, trustee, partner, director or person 
performing similar functions. 

7 RESTMORT.vle 5/2/96 



Interest Ewense shall mean an amount constituting the interest expense of the 
Mortgagor as computed pursuant to Accounting Requirements. 

shall mean any statutory or common law or non-consensual mortgage, pledge, 
security interest, encumbrance, lien, right of set off, claim or charge of any kind, 
including, without limitation, any conditional sale or other title retention transaction, 
any lease transaction in the nature thereof and any secured transaction under the UCC. 

<\ 
-:. 

Loan Agreement shall mean any agreement executed by and between the Mortgage: 
and the Government or any other lender in connection with the execution and delivery 
of any Notes secured hereby. 

Lona-Term Debt shall mean any amount included in Total Long-Term Debt pursuant 
to Accounting Requirements. 

Long-Term Lease shall mean a lease having an unexpired term (taking into account 
terms of renewal at the option of the lessor, whether or not such lease has previously 
been renewed) of more than 12 months. 

Marnins shall mean the sum of amounts recorded as operating margins and non- 
operating margins as computed in accordance with Accounting Requirements. 

Maximum Debt Limit, if any, shall mean the amount more particularly described in 
Schedule “A”  hereof. 

Mortaagg shall mean this Restated Mortgage and Security Agreement, including any 
amendments or supplements thereto from time to time. 

Mortmged Property shall have the meaning specified as stated in the Habendum to the 
Granting Clauses. 

Mortzuzee or Mortawees shall mean the parties identified in the first paragraph of 
this instrument as the “Mortgagees”, as well as any and all other entities that become 
a Mortgagee pursuant to Article I1 of this Mortgage by entering into, a supplemental 
mortgage in accordance with Section 2.04 of Article I1 hereof. The term also includes 
in all cases the successors and assigns of any Mortgagee. 

Net UfiZitv Plant shall mean the amount constituting the total utility plant of the 
Mortgagor less depreciation computed in accordance with Accounting Requirements. 

&+I& or Notes shall mean one or more of the Government Notes, and any other Notes 
which may, from time to time, be secured under this Mortgage. 

Noteholder or Noteholders shall mean one or more of the holders of Notes secured by 
this Mortgage; PROVIDED, however, that in the case of any Notes that have been 
guaranteed or insured as to payment by the Government, as to such Notes Noteholder 
or Noteholders shall mean the Government, exclusively, regardless of whether such 
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notes are in the possession of the Government. 

Qrigind Mortaage means the instrument(s) identified as uch in Schedule “A“ here f.  

Qri~ind Notes shall mean the Notes listed on Schedule “A“ hereto as such, such 
Notes being instruments evidencing outstanding indebtedness of the Mortgagor (i) to 
the Government (including indebtedness which has been issued by the Mortgagor to a 
third party and guaranteed or insured as to payment by the Government) and (ii) to 
each other Mortgagee on the date of this Mortgage. 

h. 

-:. 

i 

Outstandina Notes shall mean as of the date of determination, (i) all Notes theretofore 
issued, executed and delivered to any Mortgagee and (ii) any Notes guaranteed or 
insured as to payment by the Government, except (a) Notes referred to in clause (i) or 
(ii) for which the principal and interest have been fully paid and which have been 
canceled by the Noteholder, and (b) Notes the payment for which has been provided 
for pursuant to Section 5.03. 

Permitted Debt shall have the meaning specified in Section 3.08. 

Permitted Encumbrances shall mean: 

as to the property specifically described in Granting Clause First, the 
restrictions, exceptions, reservations, conditions, limitations, interests and other 
matters which are set forth or referred to in such descriptions and each of which 
fits one or more of the clauses of this definition, PROVIDED, such matters do 
not in the aggregate materially detract from the value of the Mortgaged Property 
taken as a whole and do not materially impair the use of such property for the 
purposes for which it is held by the Mortgagor; 

liens for taxes, assessments and other governmental charges which are not 
delinquent; 

liens for taxes, assessments and other governmental charges already delinquent 
which are currently being contested in good faith by appropriate proceedings; 
PROVIDED the Mortgagor shall have set aside on its books adequate reserves 
with respect thereto; 

mechanics’, workmen’s, repairmen’s, materialmen’s, warehousemen’s and 
carriers’ liens and other similar liens arising in the ordinary course of business 
for charges which are not delinquent, or which are being contested in good faith 
and have not proceeded to judgment; PROVIDED the Mortgagor shall have set 
aside on its books adequate reserves with respect thereto; 

liens in respect of judgments or awards with respect to which the Mortgagor 
shall in good faith currently be prosecuting an appeal or proceedings for review 
and with respect to which the Mortgagor shall have secured a stay of execution 
pending such appeal or proceedings for review; PROVIDED the Mortgagor 
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shall have set aside on its books adequate reserves with respect thereto; 

(6) easements and similar rights granted by the Mortgagor over or in respect of any 
Mortgaged Property, PROVIDED that in the opinion of the Board or a duly 
authorized officer of the Mortgagor such grant will not impair the usefulness of 
such property in the conduct of the Mortgagor’s business and will not be 
prejudicial to the interests of the Mortgagees, and similar rights granted by any 
predecessor in title of the Mortgagor; 

easements, leases, reservations or other rights of others in any property of the 
Mortgagor for streets, roads, bridges, pipes, pipe lines, railroads, electric 
transmission and distribution lines, telegraph and telephone lines, the removal of 
oil, gas, coal or other minerals and other similar purposes, flood rights, river 
control and development rights, sewage and drainage rights, restrictions against 
pollution and zoning laws and minor defects and irregularities in the record 
evidence of title, PROVIDED that such easements, leases, reservations, rights, 
restrictions, laws, defects and irregularities do not materially affect the 
marketability of title to such property and do not in the aggregate materially 
impair the use of the Mortgaged Property taken as a whole for the purposes for 
which it is held by the Mortgagor; 

5 

(7) 

(8) liens upon lands over which easements or rights of way are acquired by the 
Mortgagor for any of the purposes specified in Clause (7) of this definition, 
securing indebtedness neither created, assumed nor guaranteed by the Mortgagor 
nor on account of which it customarily pays interest, which liens do not 
materially impair the use of such easements or rights of way for the purposes 
for which they are held by the Mortgagor; 

(9) leases existing at the date of this instrument affecting property owned by the 
Mortgagor at said date which have been previously disclosed to the Mortgagees 
in writing and leases for a term of not more than two years (including any 
extensions or renewals) .affecting property acquired by the Mortgagor after said 
date; 

(10) terminable or short term leases or permits for occupancy, which leases or 
permits expressly grant to the Mortgagor the right to terminate them at any time 
on not more than six months’ notice and which occupancy does not interfere 
with the operation of the business of the Mortgagor; 

(1 1) any lien or privilege vested in any lessor, licensor or permittor for rent to 
become due or for other obligations or acts to be performed, the payment of 
which rent or performance of which other obligations or acts is required under 
leases, subleases, licenses or permits, so long as the payment of such rent or the 
performance of such other obligations or acts is not delinquent; 

(12) liens or privileges of any employees of the Mortgagor for salary or wages 
earned but not yet payable; 
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(13) the burdens of any law or governmental regulation or permit requiring the 
Mortgagor to maintain certain facilities or perform certain acts as a condition of 
its occupancy of or interference with any public lands or any river or stream or 
navigable waters; 

*< (14) any irregularities in or deficiencies of title to any rights-of-way for pipe lines, 
telephone lines, telegraph lines, power lines or appurtenances thereto, or other 
improvements thereon, and to any real estate used or to be used primarily for 
right-of-way purposes, PROVIDED that in the opinion of counsel for the ., 
Mortgagor, the Mortgagor shall have obtained from the apparent owner of the 
lands or estates therein covered by any such right-of-way a sufficient right, by 
the terms of the instrument granting such right-of-way, to the use thereof for the 
construction, operation or maintenance of the lines, appurtenances or 
improvements for which the same are used or are to be used, or PROVIDED 
that in the opinion of counsel for the Mortgagor, the Mortgagor has power 
under eminent domain, or similar statues, to remove such irregularities or 
deficiencies; 

(15) rights reserved to, or vested in, any municipality or governmental or other 
public authority to control or regulate any property of the Mortgagor, or to use 
such property in any manner, which rights do not materially impair the use of 
such property, for the purposes for which it is held by the Mortgagor; 

(16) any obligations or duties, affecting the property of the Mortgagor, to any 
municipality or governmental or other public authority with respect to any 
franchise, grant, license or permit; 

(17) any right which any municipal or governmental authority may have by virtue of 
any franchise, license, contract or statute to purchase, or designate a purchaser 
of or order the sale of, any property of the Mortgagor upon payment of cash or 
reasonable compensation therefor or to terminate any franchise, license or other 
rights or to regulate the property and business of the Mortgagor; PROVIDED, 
HOWEVER, that nothing in this clause 17 is intended to waive any claim' or 
rights that the Government may otherwise have under Federal laws; 

(18) as to properties of other operating electric companies acquired after the date of 
this Mortgage by the Mortgagor as permitted by Section 3.10 hereof, 
reservations and other matters as to which such properties may be subject as 
more fully set forth in such Section; 

(19) any lien required by law or governmental regulations as a condition to the 
transaction of any business or the exercise of any privilege or license, or to 
enable the Mortgagor to maintain self-insurance or to participate in any fund 
established to cover any insurance risks or in connection with workmen's 
compensation, unemployment insurance, old age pensions or other social 
security, or to share in the privileges or benefits required for companies 
participating in such arrangements; PROVIDED, HOWEVER, that nothing in 
this clause 19 is intended to waive any claim or rights that the Government may 
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otherwise have under Federal laws; 

(20) liens arising out of any defeased mortgage or indenture of the Mortgagor; 

(21) the undivided interest of other owners, and liens on such undivided interests, in 
property owned jointly with the Mortgagor as well as the rights of such owners 
to such property pursuant to the ownership contracts; 

(22) any lien or privilege vested in any lessor, licensor or permittor for rent to ' i  

become due or for other obligations or acts to be performed, the payment of 
which rent or the performance of which other obligations or acts is required 
under leases, subleases, licenses or permits, so long as the payment of such rent 
or the performance of such other obligations or acts is not delinquent; 

(23) purchase money mortgages permitted by Section 3.08; 

(24) the Original Mortgage: 

(25) this Mortgage. 

Prouertv Additions shall mean Utility System property as to which the Mortgagor 
shall provide Title Evidence and which shall be (or, if retired, shall have been) subject 
to the lien of this Mortgage, which shall be properly chargeable to the Mortgagor's 
utility plant accounts under Accounting Requirements (including property constructed 
or acquired to replace retired property credited to such accounts) and which shall be: 

(1) acquired (including acquisition by merger, consolidation, conveyance or 
transfer) or constructed by the Mortgagor after the date hereof, including 
property in the process of construction, insofar as not reflected on the books of 
the Mortgagor with respect to periods on or prior to the date hereof, and 

(2) used or useful in the utility business of the Mortgagor conducted with the 
properties described in the Granting Clauses of this Mortgage, even though 
separate from and not physically connected with such properties. 

"Property Additions" shall also include: 

(3) easements and rights-of-way that are useful for the conduct of the utility 
business of the Mortgagor, and 

(4) property located or constructed on, over or under public highways, rivers or 
other public property if the Mortgagor has the lawful right under permits, 
licenses or franchises granted by a governmental body having jurisdiction in the 
premises or by the law of the State in which such property is located to maintain 
and operate such property for an unlimited, indeterminate or indefinite period or 
for the period, if any, specified in such permit, license or franchise or law and 
to remove such property at the expiration of the period covered by such permit, 
license or franchise or law, or if the terms of such permit, license, franchise or 
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law require any public authority having the right to take over such property to 
pay fair consideration therefor. 

"Property Additions" shall NOT include: 

><: (a) good will, going concern value, contracts, agreements, franchises, licenses 
or permits, whether acquired as such, separate and distinct from the 
property operated in connection therewith, or acquired as an incident 
thereto, or i 

(b) any shares of stock or indebtedness or certificates or evidences of interest 
therein or other securities, or 

(c) any plant or system or other property in which the Mortgagor shall 
acquire only a leasehold interest, or any betterments, extensions, 
improvements or additions (other than movable physical personal property 
which the Mortgagor has the right to remove), of, upon or to any plant or 
system or other property in which the Mortgagor shall own only a 
leasehold interest unless (i) the term of the leasehold interest in the 
property to which such betterment, extension, improvement or addition 
relates shall extend for at least 75% of the useful life of such betterment, 
extension, improvement or addition and (ii) the lessor shall have agreed to 
give the Mortgagee reasonable notice and opportunity to cure any default 
by the Mortgagor under such lease and not to disturb any Mortgagee's 
possession of such leasehold estate in the event any Mortgagee succeeds to 
the Mortgagor's interest in such lease upon any Mortgagee's exercise of 
any remedies under this Mortgage so long as there is no default in the 
performance of the tenant's covenants contained therein, or 

(d) any property of the Mortgagor subject to the Permitted Encumbrance 
described in clause (23) of the definition thereof. 

Prudenl Utilih, Practice shall mean any of the practices;methods and acts which, in 
the exercise of reasonable judgment, in light of the facts, including, but not limited to, 
the practices, methods and acts engaged in or approved by a significant portion of the 
electric utility industry prior thereto, known at the time the decision was made, would 
have been expected to accomplish the desired result consistent with cost-effectiveness, 
reliability, safety and expedition. It is recognized that Prudent Utility Practice is not 
intended to be limited to optimum practice, method or act to the exclusion of all 
others, but rather is a spectrum of possible practices, methods or acts which could 
have been expected to accomplish the desired result at the lowest reasonable cost 
consistent with cost-effectiveness, reliability, safety and expedition. 

shall mean the Rural Electrification Administration of the U n i t 4  States 
Department of Agriculture, the predecessor of RUS. 

Readatom Created Assets shall mean the sum of any amounts properly recordable as 
unrecovered plant and regulatory study costs or as other regulatory assets, pursuant to 
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Accounting Requirements. 

Restricted Rentals shall mean all rentals required to be paid under finance leases and 
charged to income, exclusive of any amounts paid under any such lease (whether or 
not designated therein as rental or additional rental) for maintenance or repairs, 
insurance, taxes, assessments, water rates or similar charges. For the purpose of this 
definition the term "finance lease" shall mean any lease having a rental term 
(including the term for which such lease may be renewed or extended at the option of 
the lessee) in excess of 3 years and covering property having an initial cost in excess 
of $250,000 other than aircraft, ships, barges, automobiles, trucks, trailers, rolling 
stock and vehicles; oftice, garage and warehouse space; office equipment and 
computers. 

' 

U S  shall mean the Rural Utilities Service, an agency of the United States 
Department of Agriculture, or if at any time after the execution of this Mortgage RUS 
is not existing and performing the duties of administering a program of rural 
electrification as currently assigned to it, then the entity performing such duties at 
such time. 

Securihr Iderest shall mean any assignment, transfer, mortgage, hypothecation or 
pledge. 

Subordinated Indebtedness shall mean secured indebtedness of the Mortgagor, 
payment of which shall be subordinated to the prior payment of the Notes in 
accordance with the provisions of Section 3.08 hereof by subordination agreement in 
form and substance satisfactory to each Mortgagee which approval will not be 
unreasonably withheld. 

SumZernedal Mortgage shall mean an instrument of the type described in 
Section 2.04. 

Times Interest Earned Ratio ("27ER") shall mean the ratio determined as follows: for 
each calendar year: add (i) patronage capital or margins of the Mortgagor and (ii) 
Interest Expense on Total Long-Term Debt of the Mortgagor and divide the total so 
obtained by Interest Expense on Total Long-Term Debt of the Mortgagor, provided, 
however, that in computing Interest Expense on Total Long-Term Debt, there shall be 
added, to the extent not otherwise included, an amount equal to 33-1/3% of the excess 
of Restricted Rentals paid by the Mortgagor over 2% of the Mortgagor's Equity. 

TitIe Evidence shall mean with respect to any real property: 

(1) an opinion of counsel to the effect that the Mortgagor has title, whether fairly 
deducible of record or based upon prescriptive rights (or, as to personal 
property, based on such evidence as counsel shall determine to be sufficient), as 
in the opinion of counsel is satisfactory for the use thereof in connection with 
the operations of the Mortgagor, and counsel in giving such opinion may 
disregard any irregularity or deficiency in the record evidence of title which, in 
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the opinion of such counsel, can be cured by proceedings within the power of 
the Mortgagor or does not substantially impair the usefulness of such property 
for the purpose of the Mortgagor and may base such opinion upon counsel's 
own investigation or upon affidavits, certificates, abstracts of title, statements or 
investigations made by persons in whom such counsel has confidence or upon 
examination of a certificate or guaranty of title or policy of title insurance in 
which counsel has confidence; or 

(2) a mortgagee's policy of title insurance in the amount of the coit to the 
Mortgagor of the land included in Property Additions, as such cost is 
determined by the Mortgagor in accordance with the Accounting Requirements, 
issued in favor of the Mortgagees by an entity authorized to insure title in the 
states where the subject property is located, showing the Mortgagor as the 
owner of the subject property and insuring the lien of this Mortgage; and with 
respect to any personal property a certificate of the general manager or other 
duly authorized officer that the Mortgagor lawfully owns and is possessed of 
such property. 

Total Assets shall mean an amount constituting total assets of the Mortgagor as 
computed pursuant to Accounting Requirements, but excluding any Regulatory 
Created Assets. 

l e  
Total Lone-Tern Debt shall mean the total outstanding long-term debt of the 
Mortgagor as computed pursuant to Accounting Requirements. 

Total U.& Plant shall mean the total of all property properly recorded in the utility 
plant accounts of the Mortgagor, pursuant to Accounting Requirements. 

Uniform CornrnerciaI Code or E C  shall mean the UCC of the state referred to in 
Section 1.04, and if Mortgaged Property is located in a state other than that state, then 
as to such Mortgaged Property UCC refers to the UCC in effect in the state where 
such property is located. 

Utili& Svstern shall mean the Electric System and all of the Mortgagor's interest in 
community infrastructure located substantially within its electric service territory, 
namely water and waste systems, solid waste disposal facilities, telecommunications 
and other electronic communications systems, and natural gas distribution systems. 

Section 1.02. General Rules of Construction: 

a. Accounting terms not defined in Section 1.01 are used'in this Mortgage in their 
ordinary sense and any computations relating to such terms shall be computed in 
accordance with the Accounting Requirements. 

b. Any reference to "directors" or "board of directors" shall be deemed to mean 
"trustees" or "board of trustees," as the case may be. 
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Section 1.03. Special Rules of Construction if RUS is a Mortgagee: 

During any period that RUS is a Mortgagee, the following additional provisions shall 0 
apply: 

, *, '. a. In the case of any Notes that have been guaranteed or insured as to payment by 
RUS, as to such Notes RUS shall be considered to be the Noteholder, 
exclusively, regardless of whether such Notes are in the possession of RUS. 

In the case of any prior approval rights conferred upon RUS by Federal staites, 
including (without limitation) Section 7 of the Rural Electrification Act of 1936, 
as amended, with respect to the sale or disposition of property, rights, or 
franchises of the Mortgagor, all such statutory rights are reserved except to the 
extent that they are expressly modified or waived in this Mortgage. 

b. 

Section 1.04. Governing Law: 

This Mortgage shall be construed in and governed by Federal law to 
the extent applicable, and otherwise by the laws of the state listed on Schedule "A" 
hereto. 

Section 1.05 Notices: 

All demands, notices, reports, approvals, designations, or directions required or 
permitted to be given hereunder shall be in writing and shall be deemed to be 
properly given if sent by registered or certified mail, postage prepaid, or delivered by 
hand, or sent by facsimile transmission, receipt confirmed, addressed to the proper 
party or parties at the addresses listed on Schedule "A" hereto, and as to any other 
person, firm, corporation or governmental body or agency having an interest herein 
by reason of being a Mortgagee, at the last address designated by such person, firm, 
corporation, governmental body or agency to the Mortgagor and the other 
Mortgagees. Any such party may from time to time designate to each other a new 
address to which demands, notices, reports, approvals, designations or directions may 
be addressed, and from and after any such designation the address designated shall be 
deemed to be the address of such party in lieu of the address given above. 
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ARTICLE II 

ADDITIONAL NOTES 

e 

Section;;Z1,01. Additional Notes: 

(a) Without the prior consent of any Mortgagee or any Noteholder, the Mortgagor 
may issue Additional Notes to the Government or to another lender or lenders 
for the purpose of acquiring, procuring or constructing new or replacement 
Eligible Property Additions and such Additional Notes will thereupon be secured 
equally and ratably with the Notes if each of the following requirements are 
satisfied: 

As evidenced by a certificate of an Independent certified public accountant 
sent to each Mortgagee on or before the first advance of proceeds from 
such Additional Notes: 

(i) The Mortgagor shall have achieved for each of the two calendar years 
immediately preceding the issuance of such Additional Notes, a TIER 
of not less than 1.5 and a DSC of not less than 1.25; 

(ii) After taking into account the effect of such Additional Notes on the 
Total Long Term Debt of the Mortgagor, the ratio of the Mortgagor’s 
Net Utility Plant to its Total Long Term Debt shall be greater than or 
equal to 1.0 on a pro forma basis; 

(iii) After taking into account the effect of such Additional Notes on the 
Total Assets of such Mortgagor, the Mortgagor shall have Equity 
greater than or equal to 27 percent of Total Assets on a pro forma 
basis; and 

(iv) The sum of the aggregate principal amount of such Additional Notes 
(if any) that are not related to the Electric System if added to the 
aggregate outstanding principal amount of all the existing Notes (if 
any) that are not related to the Electric System will not exceed 30% of 
the Mortgagor’s Equity on a pro forma basis. 

No Event of Default has occurred and is continuing hereunder, or any 
event which with the giving of notice or lapse of time or both would 
become an Event of Default has occurred and is continuing. 

The Eligible Property Additions being constructed, acquired, procured or 
replaced are part of the Mortgagor’s Utility System. 

The Mortgagor’s general manager or other duly authorized officer shall 
send to each of the Mortgagees a certificate in substantially the form 
attached hereto as Exhibit A on or before the date of the first advance of 
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Section 2.02. 

Section 2.03. 

Section 2.04. 

proceeds from such Additional Notes. 

(b) For purposes of this section: 

"Eligible Property Additions" shall mean Property Additions acquired or 
whose construction was completed not more than 5 years prior to the 
issuance of the Additional Notes and Property Additions acquired or whose 
construction is started and/or completed not more than 4 years after 
issuance of the Additional Notes, but shall exclude any Property Additions 
financed by any other debt secured under the Mortgage at the time 
additional Notes are issued; 

Notes are considered to be "issued" on, and the date of "issuance" shall be, 
the date on which they are executed by the Mortgagor; and 

For purposes of calculating the pro forma ratios in subparagraphs (a)(l)(ii) 
and (iii), the values for Total Long Term Debt and Total Assets before 
debt issuance and the values for Equity and Net Utility Plant shall be the 
most recently available end-of-month figures preceding the issuance of the 
Additional Notes, but in no case for a month ending more than 180 days 
preceding such issuance. 

Refunding or Refinancing Notes: 

The Mortgagor shall also have the right without the consent of any Mortgagee or any 
Noteholder to issue Additional Notes for the purpose of refunding or refinancing any 
Notes so long as the total amount of outstanding indebtedness evidenced by such 
Additional Note or Notes is not greater than 105% of the then outstanding principal 
balance of the Note or Notes being refunded or refinanced. PROVIDED, 
HOWEVER, that the Mortgagor may not exercise its rights under this Section if an 
Event of Default has occurred and is continuing, or any event which with the giving 
of notice or lapse of time or both would become an Event of Default has occurred and 
is continuing. On or before the first advance of proceeds from Additional Notes 
issued under this section, the Mortgagor shall notify each Mortgagee of the refunding 
or refinancing. Additional Notes issued pursuant to this Section 2.02 will thereupon 
be secured equally and ratably with the Notes. 

Other Additional Notes. 

With the prior written consent of each Mortgagee, the Mortgagor may issue 
Additional Notes to the Government or any lender or lenders, which Notes will 
thereupon be secured equally and ratably with Notes without regard to whether any of 
the requirements of Sections 2.01 or 2.02 are satisfied. 

Additional Lenders Entitled to the Benefit of This Mortgage: 

Without the prior consent of any Mortgagee or any Noteholder, each new lender 
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designated as a payee in any Additional Notes issued by the Mortgagor pursuant to 
Section 2.01 or 2.02 of this Mortgage shall become a Mortgagee hereunder upon the 
execution and delivery by the Mortgagor and such lender of a supplemental mortgage 
hereto designating such lender as a Mortgagee hereunder. Such new lender shall be 
entitled to the benefits of this Mortgage without further act or deed. Each Mortgagee 
and each person or entity that becomes a lender pursuant to Section 2.01 or 2.02 of 
this Mortgage shall, upon the request of the Mortgagor to do so, execute and deliver a 
supplement to this Mortgage in substantially the form set forth in Section 2.05 to 
evidence the addition of such new lender as an additional Mortgagee entitled to the 
benefits of this Mortgage. The failure of any existing Mortgagee to enter into such 
supplemental mortgage shall not deprive the new lender of its rights under this 
Mortgage; provided that such additional indebtedness otherwise conforms in all 
respects with the requirements for issuing Additional Notes under this Mortgage. 

*. 
”‘- 

Section 2.05. Form of Supplemental Mortgage: 

(a) The form of supplemental mortgage referred to in Section 2.04 is attached to 
this Mortgage as Exhibit B and hereby incorporated by reference as if set forth 
in full at this point. 

(b) In the event that the Mortgagor subsequently issues Additional Notes pursuant to 
Sections 2.01 or 2.02 to any existing Mortgagee and that Mortgagee desires 
further.assurance that such Additional Notes will be secured by the lien of the 
Mortgage, an instrument substantially in the form of the supplemental mortgage 
attached as Exhibit B may be used. 

(c) In the event that the Mortgagor issues Additional Notes pursuant to Section 2.03 
to either an existing Mortgagee or a new lender, in either case with the prior 
written consent of each Mortgagee, then an instrument substantially in the form 
of the supplemental mortgage attached as Exhibit B may also be used. 

PARTICULAR COVENANTS OF THE MORTGAGOR 

Section 3.01. Payment of Debt Service on Notes: 

The Mortgagor will duly and punctually pay the principal, premium, if any, and 
interest on the Notes in accordance with the terms of the Notes, the Loan 
Agreements, this Mortgage and any Supplemental Mortgage authorizing such Notes. 

Section 3.02. Warranty of Title: 

(a) At the time of the execution and delivery of this instrument, the Mortgagor has 
good and marketable title in fee simple to the real property specifically 
described in Granting Clause First as owned in fee and good and marketable 
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4. 

title to the interests in real property specifically described in Granting Clause 
First, subject to no mortgage, lien, charge or encumbrance except as stated 
therein, and has ful l  power and lawful authority to grant, bargain, sell, alien, 
remise, release, convey, assign, transfer, encumber, mortgage, pledge, set over 
and confirm said real property and interests in real property in the manner and 
form aforesaid. 

At the time of the execution and delivery of this instrument, the Mortgagor 
lawfully owns and is possessed of the personal property specifically describe$ in 
Granting Clauses First and Second, subject to no mortgage, lien, charge or 
encumbrance except as stated therein, and has full power and lawful authority to 
mortgage, assign, transfer, deliver, pledge and grant a continuing security 
interest in said property and, including any proceeds thereof, in the manner and 
form aforesaid. 

The Mortgagor hereby does and will forever warrant and defend the title to the 
property specifically described in Granting Clause First against the claims and 
demands of all persons whomsoever, except Permitted Encumbrances. 

Section 3.03. After-Acquired Property; Further Assurances; Recording: 

(a) All property of every kind, other than Excepted Property, acquired by the 
Mortgagor after the date hereof, shall, immediately upon the acquisition thereof 
by the Mortgagor, and without any further mortgage, conveyance or 
assignment, become subject to the lien of this Mortgage; SUBJECT, 
HOWEVER, to Permitted Encumbrances and the exceptions, if any, to which 
all of the Mortgagees consent. Nevertheless, the Mortgagor will do, execute, 
acknowledge and deliver all and every such further acts, conveyances, 
mortgages, financing statements and assurances as any Mortgagee shall require 
for accomplishing the purposes of this Mortgage. 

(b) The Mortgagor will cause this Mortgage and all Supplemental .Mortgages and 
other instruments of further assurance, including all financing statements 
covering security interests in personal property, to be promptly recorded, 
registered and filed, and will execute and file such financing statements and 
cause to be issued and filed such continuation statements, all in such manner and 
in such places as may be required by law fully to preserve and protect the rights 
of all of the Mortgagees and Noteholders hereunder to all property comprising 
the Mortgaged Property. The Mortgagor will furnish to each Mortgagee: 

(1) promptly after the execution and delivery of this ihstrument and of each 
Supplemental Mortgage or other instrument of further assurance, an 
Opinion of Counsel stating that, in the opinion of such Counsel, this 
instrument and all such Supplemental Mortgages and other instruments of 
further assurance have been properly recorded, registered and filed to the 
extent necessary to make effective the lien intended to be created by this 
Mortgage, and reciting the details of such action or referring to prior 
Opinions of Counsel in which such det'ails are given, and stating that all 
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financing statements and continuation statements have been executed and 
filed that are necessary fully to preserve and protect the rights of all of the 
Mortgagees and Noteholders hereunder, or stating that, in the opinion of 
such Counsel, no such action is necessary to make the lien effective; and 

during the month of January in each year following the first anniversary of 
the date of this Mortgage, an Opinion of Counsel, dated on or about the 
date of delivery, either stating that, in the opinion of such Counsel, such 
action has been taken with respect to the recording, registering, filing, re- 
recording, re-registering and re-filing of this instrument and of all 
Supplemental Mortgages, financing statements, continuation statements or 
other instruments of further assurances as is necessary to maintain the lien 
of this Mortgage (including the lien on any property acquired by the 
Mortgagor after the execution and delivery of this instrument and owned by 
the Mortgagor at the end of preceding calendar year) and reciting the 
details of such action or referring to prior Opinions of Counsel in which 
such details are given, and stating that all financing statements and 
continuation statements have been executed and filed that are necessary to 
fully preserve and protect the rights of all of the Mortgagees and 
Noteholders hereunder, or stating that, in the opinion of such Counsel, no 
such action is necessary to maintain such lien. 

Section 3.04. Environmental Requirements and Indemnity: 

(a) The Mortgagor shall, with respect to all facilities which may be part of the 
Mortgaged Property, comply with all Environmental Laws. 

(b) The Mortgagor shall defend, indemnify, and hold harmless each Mortgagee, its 
successors and assigns, from and against any and all liabilities, losses, damages, 
costs, expenses (including but not limited to reasonable attorneys' fees and 
expenses), causes of actions, administrative proceedings, suits, claims, demands, 
or judgments of any nature arising out of or in connection with any matter 
related to the Mortgage Property and any Environmental Law, including but not 
limited to: 

(1) the past, present, or future presence of any hazardous substance, 
contaminant, pollutant, or hazardous waste on or related to the Mortgaged 
Property; 

(2) any failure at any time by the undersigned to comply with the terms of any 
order related to the Mortgaged Property and issued by any Federal, state, 
or municipal department or'agency (other than RUS) exercising its 
authority to enforce any Environmental Law; and 

(3) any lien or claim imposed under any Environmental Law related to 
clause (1). 

(c) Within 10 (ten) business days after receiving knowledge of any liability, losses, 
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A; 

Section 3.05. 

Section 3.06. 

Section 3.07. 

damages, costs, expenses (including but not limited to reasonable attorneys’ fees 
and expenses), cause of action, administrative proceeding, suit, claim, demand, 
judgment, lien, reportable event including but not limited to the release of a 
hazardous substance, or potential or actual violation or non-compliance arising 
out of or in connection with the Mortgaged Property and any Environmental 
Law, the Mortgagor shall provide each Mortgagee with written notice of such 
matter. With respect to any matter upon which it has provided such notice, the 
Mortgagor shall immediately take any and all appropriate actions to remedy, 
cure, defend, or otherwise affirmatively respond to the matter. 

Payment of Taxes: 

The Mortgagor will pay or cause to be paid as they become due and payable all taxes, 
assessments and other governmental charges lawfully levied or assessed or imposed 
upon the Mortgaged Property or any part thereof or upon any income therefrom, and 
also (to the extent that such payment will not be contrary to any applicable laws) all 
taxes, assessments and other governmental charges lawfully levied, assessed or 
imposed upon the lien or interest of the Noteholders or of the Mortgagees in the 
Mortgaged Property, so that (to the extent aforesaid) the lien of this Mortgage shall at 
all times be wholly preserved at the cost of the Mortgagor and without expense to the 
Mortgagees or the Noteholders; PROVIDED, HOWEVER, that the Mortgagor shall 
not be required to pay and discharge or cause to be paid and discharged any such tax, 
assessment or governmental charge to the extent that the amount, applicability or 
validity thereof shall currently be contested in good faith by appropriate proceedings 
and the Mortgagor shall have established and shall maintain adequate reserves on its 
books for the payment of the same. 

Authority to Execute and Deliver Notes, Loan Agreements and Mortgage; All 
Action Taken; Enforceable Obligations: 

The Mortgagor is authorized under its articles of incorporation and bylaws (or code of 
regulations) and all applicable laws and by corporate action to execute and deliver the 
Notes, any Additional Notes, the Loan Agreements and this Mortgage. The Notes, 
the Loan Agreements and this Mortgage are, and any Additional Notes and Loan 
Agreements when executed and delivered will be, the valid and enforceable 
obligations of the Mortgagor in accordance with their respective terms. 

Restrictions on Further Encumbrances on Property: 

Except to secure Additional Notes, the Mortgagor will not, without the prior written 
consent of each Mortgagee, create or incur or suffer or permit to be created or 
incurred or to exist any Lien, charge, assignment, pledge or mortgage on any of the 
Mortgaged Property inferior to, prior to, or on a parity with the Lien of this 
Mortgage except for the Permitted Encumbrances. Subject to the provisions of 
Section 3.08, or unless approved by each of the Mortgagees, the Mortgagor will 
purchase all materials, equipment and replacements to be incorporated in or used in 
connection with the Mortgaged Property outright and not subject to any conditional 
sales agreement, chattel mortgage, bailment, lease or other agreement reserving to the 
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Section 3.08. 

. '. *: 

Section 3.09. 

seller any right, title or Lien. 

Restrictions On Additional Permitted Debt: 

The Mortgagor shall not incur, assume, guarantee or otherwise become liable in 
respect of any debt for borrowed money and Restricted Rentals (including 
Subordinated Debt) other than the following: ("Permitted Debt") 

Additional Notes issued in compliance with Article I1 hereof; 

Purchase money indebtedness in non-Utility System property, in an amount not 
exceeding 10% of Net Utility Plant; 

Restricted Rentals in an amount not to exceed 5% of Equity during any 12 
consecutive calendar month period; 

Unsecured lease obligations incurred in the ordinary course of business except 
Restricted Rentals; 

Unsecured indebtedness for borrowed money; 

Debt represented by dividends declared but not paid; and 

Subordinated Indebtedness approved by each Mortgagee. 

PROVIDED, However, that the Mortgagor may incur Permitted Debt without the 
consent of the Mortgagee only so long as there exists no Event of Default hereunder 
and there has been no continuing occurrence which with the passage of time and 
giving of notice could become an Event of Default hereunder. 

PROVIDED, FURTHER, by executing this Mortgage any consent of RUS that the 
Mortgagor would otherwise be required to obtain under this Section is hereby deemed 
to be given or waived by RUS by operation of law to the extent, but only to the 
extent, that to impose such a requirement of RUS consent would clearly violate 
existing Federal laws or government regulations. 

Preservation of Corporate Existence and Franchises: 

The Mortgagor will, so long as any Outstanding Notes exist, take or cause to be taken 
all such action as from time to time may be necessary to preserve its corporate 
existence and to preserve and renew all franchises, rights of way, easements, permits, 
and licenses now or hereafter to be granted or upon it conferred the loss of which 
would have a material adverse affect on the Mortgagor's financial condition or 
business. The Mortgagor will comply with all laws, ordinances, regulations, orders, 
decrees and other legal requirements applicable to it or its property the violation of 
which could have a material adverse affect on the Mortgagor's financial condition or 
business. 
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Section 3.10. Limitations on Consolidations and Mergers: 

The Mortgagor shall not, without the prior written approval of each Mortgagee, 
consolidate or merge with any other corporation or convey or transfer the Mortgaged 
Property substantially as an entirety unless: 

(1) 
h. 

.. such consolidation, merger, conveyance or transfer shall be on such terms as 
shall fully preserve the lien and security hereof and the rights and powers of the 
Mortgagees hereunder; L 

(2) the entity formed by such consolidation or with which the Mortgagor is merged 
or the corporation which acquires by conveyance or transfer the Mortgaged 
Property substantially as an entirety shall execute and deliver to the Mortgagees 
a mortgage supplemental hereto in recordable form and containing an 
assumption by such successor entity of the due and punctual payment of the 
principal of and interest on all of the Outstanding Notes and the performance 
and observance of every covenant and condition of this Mortgage; 

(3) immediately after giving effect to such transaction, no default hereunder shall 
have occurred and be continuing; 

(4) the Mortgagor shall have delivered to the Mortgagees a certificate of its general 
manager or other officer, in form and substance satisfactory to each of the 
Mortgagees, which shall state that such consolidation, merger, conveyance or 
transfer and such supplemental mortgage comply with this subsection and that 
all conditions precedent herein provided for relating to such transaction have 
been complied with; 

(5 )  the Mortgagor shall have delivered to the Mortgagees an opinion of counsel in 
form and substance satisfactory to each of the Mortgagees; and 

(6) the entity formed by such consolidation or with which the Mortgagor is merged 
or the corporation which acquires by conveyance or transfer the Mortgaged 
Property substantially as an entirety shall be an entity - 

(A) having Equity equal to at least 27% of its Total Assets on a pro forma 
basis after giving effect to such transaction, 

,(s) having a pro forma TIER of not less than 1.50 and a pro forma DSC of 
not less than 1.25 for each of the two preceding calendar years, and 

(C) having Net Utility Plant equal to or greater than 1.0 times its Total 
Long-Term Debt on a pro forma basis. Upon any consolidation or 
merger or any conveyance or transfer of the Mortgaged Property 
substantially as an entirety in accordance with this subsection, the 
successor entity formed by such consolidation or with which the 
Mortgagor is merged or to which such conveyance or transfer is made 
shall succeed to, and be substituted for, and may exercise every right 
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and power of, the Mortgagor under this Mortgage with the same effect 
as if such successor entity had been named as the Mortgagor herein. 

Section 3.11. Limitations on Transfers of Property: 

*. The Mortgagor may not, except as provided in Section 3.10 above, without the prior 
written approval of each Mortgagee, sell, lease or transfer any Mortgaged Property to 
any other person or entity (including any subsidiary or affiliate of the Mortgagor), 
unless h 

‘; 

(1) there exists no Event of Default or occurrence which with the passing of time 
and the giving of notice would be an Event of Default, 

(2) fair market value is obtained for such property, 

(3) the aggregate value of assets so sold, leased or transferred in any 12-month 
period is less than 10% of Net Utility Plant, and 

(4) the proceeds of such sale, lease or transfer, less ordinary and reasonable 
expenses incident to such transaction, are immediately 

(i) applied as a prepayment of all Notes equally and ratably, 

(ii) in the case of dispositions of equipment, materials or scrap, applied to the 
purchase of other property useful in the Mortgagor’s utility business, not 
necessarily of the same kind as the property disposed of, which shall 
forthwith become subject to the Lien of the Mortgage, or 

(iii) applied to the acquisition or construction of utility plant. 

Section 3.12. Maintenance of Mortgaged Property: 

(a) So long as the Mortgagor holds title to the Mortgaged Property, the Mortgagor 
will at all times maintain and preserve the Mortgaged Property which is used or 
useful in the Mortgagor’s business and each and every part and parcel thereof in 
good repair, working order and condition, ordinary wear and tear and acts of 
God excepted, and in compliance with Prudent Utility Practice and in 
compliance with all applicable laws, regulations and orders, and will from time 
to time make all needed and proper repairs, renewals and replacements, and 
useful and proper alterations, additions, betterments and improvements, and 
will, subject to contingencies beyond its reasonable control, at all times use all 
reasonable diligence to furnish the consumers served by it through the 
Mortgaged Property, or any part thereof, with an adequate supply of electric 
power and energy. If any substantial part of the Mortgaged Property is leased 
by the Mortgagor to any other party, the lease agreement between the 
Mortgagor and the lessee shall obligate the lessee to comply with the provisions 
of subsections (a) and (b) of this Section in respect of the leased facilities and to 
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permit the Mortgagor to operate the leased facilities in the event of any failure - 
by the lessee to so comply. 

I€ in the sole judgement of any Mortgagee, the Mortgaged Property is not being 
maintained and repaired in accordance with paragraph (a) of this section, such 
Mortgagee may send to the Mortgagor a written report of needed improvements 
and the Mortgagor will upon receipt of such written report promptly undertake 
to accomplish such improvements. 

The Mortgagor further agrees that upon reasonable written request of any 
Mortgagee, which request together with the requests of any other Mortgagees 
shall be made no more frequently than once every three years, the Mortgagor 
will supply promptly to each Mortgagee a certification (hereinafter called the 
"Engineer's Certification"), in form satisfactory to the requestor, prepared by a 
professional engineer, who shall be satisfactory to the Mortgagees, as to the 
condition of the Mortgaged Property. If in the sole judgment of any Mortgagee 
the Engineer's Certification discloses the need for improvements to the condition 
of the Mortgaged Property or any other operations of the Mortgagor, such 
Mortgagee may send to the Mortgagor a written report of such improvements 
and the Mortgagor will upon receipt of such written report promptly undertake 
to accomplish such of these improvements as are required by such Mortgagee. 

'i 

Section 3.13. Insurance; Restoration of Damaged Mortgaged Property: 

The Mortgagor will take out, as the respective risks are incurred, and maintain 
the classes and amounts of insurance in conformance with generally accepted 
utility industry standards for such classes and amounts of coverages of utilities 
of the size and character of the Mortgagor and consistent with Prudent Utility 
Practice. 

The foregoing insurance coverage shall be obtained by means of bond and 
policy forms approved by regulatory authorities having jurisdiction, and, with 
respect to insurance upon any part of the Mortgaged Property, shall provide that 
the insurance shall be payable to the Mortgagees as their interests may appear 
by means of the standard mortgagee clause without contribution. Each policy or 
other contract €or such insurance shall contain an agreement by the insurer that, 
notwithstanding any right of cancellation reserved to such insurer, such policy 
or contract shall continue in force for at least 30 days after written notice to 
each Mortgagee of cancellation. 

In the event of damage to or the destruction or loss of any portion of the 
Mortgaged Property which is used or useful in the Mortgagor's business and 
which shall be covered by insurance, unless each Mortgagee shall otherwise 
agree, the Mortgagor shall replace or restore such damaged, destroyed or lost 
portion so that such Mortgaged Property shall be in substantially the same 
condition as it was in prior to such damage, destruction or loss, and shall apply 
the proceeds of the insurance for that purpose. The Mortgagor shall replace the 
lost portion of such Mortgaged Property or shall commence such restoration 

RESTMORT. v lc  5/2/96 26 



Section 3.14. 

Section 3.15. 

promptly after such damage, destruction or loss shall have occurred and shall 
complete such replacement or restoration as expeditiously as practicable, and 
shall pay or cause to be paid out of the proceeds of such insurance all costs and 
expenses in connection therewith. 

Sums recovered under any policy or fidelity bond by the Mortgagor for a loss 
of funds advanced under the Notes or recovered by any Mortgagee or any 
Noteholder for any loss under such policy or bond shall, unless applied as 
provided in the preceding paragraph, be used to finance construction of utility 
plant secured or to be secured by this Mortgage, or unless otherwise directed by 
the Mortgagees, be applied to the prepayment of the Notes pro rata according to 
the unpaid principal amounts thereof (such prepayments to be applied to such 
Notes and installments thereof as may be designated by the respective 
Mortgagee at the time of any such prepayment), or be used to construct or 
acquire utility plant which will become part of the Mortgaged Property. At the 
request of any Mortgagee, the Mortgagor shall exercise such rights and 
remedies which they may have under such policy or fidelity bond and which 
may be designated by such Mortgagee, and the Mortgagor hereby irrevocably 
appoints each Mortgagee as its agent to exercise such rights and remedies under 
such policy or bond as such Mortgagee may choose, and the Mortgagor shall 
pay all costs and reasonable expenses incurred by the Mortgagee in connection 
with such exercise. 

(d) 

Mortgagee Right to Expend Money to Protect Mortgaged Property: 

The Mortgagor agrees that any Mortgagee from time to time hereunder may, in its 
sole discretion, after having given 5 Business days prior written notice to the 
Mortgagor, but shall not be obligated to, advance funds on behalf of the Mortgagor, 
in order to insure the Mortgagor's compliance with any covenant, warranty, 
representation or agreement of the Mortgagor made in or pursuant to this Mortgage or 
any of the Loan Agreements, to preserve or protect any right or interest of the 
Mortgagees in the Mortgaged Property or under or pursuant to this Mortgage or any 
of the Loan Agreements, including without limitation, the payment of any insurance 
premiums or taxes and the satisfaction or discharge of any judgment or any Lien upon 
the Mortgaged Property or other property or assets of the Mortgagor; provided, 
however, that the making of any such advance by or through any Mortgagee shall not 
constitute a waiver by any Mortgagee of any Event of Default with respect to which 
such advance is made nor relieve the Mortgagor of any such Event of Default. The 
Mortgagor shall pay to a Mortgagee upon demand all such advances made by such 
Mortgagee with interest thereon at a rate equal to that on the Note having the highest 
interest rate but in no event shall such rate be in excess of the maximum rate 
permitted by applicable law. All such advances shall be included in the obligations 
and secured by the security interest granted hereunder. 

Time Extensions for Payment of Notes: 

Any Mortgagee may, at any time or times in succession without notice to or the 
consent of the Mortgagor, or any other Mortgagee, and upon such terms as such 
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Mortgagee may prescribe, grant to any person, firm or corporation who shall have 
become obligated to pay all or any part of the principal of (and premium, if any) or 
interest on any Note held by or indebtedness owed to such Mortgagee or who may be 
affected by the lien hereby created, an extension of the time for the payment of such 
principal, (and premium, if any) or interest, and after any such extension the 
Mortgagor will remain liable for the payment of such Note or indebtedness to the 
same extent as though it had at the time of such extension consented thereto in 
writing . 

*. 
‘I 

Section 3.16. Application of Proceeds from Condemnation: 

(a) In the event that the Mortgaged Property or any part thereof, shall be taken 
under the power of eminent domain, all proceeds and avails therefrom may be 
used to finance construction of utility plant secured or to be secured by this 
Mortgage. Any proceeds not so used shall forthwith be applied by the 
Mortgagor: first, to the ratable payment of any indebtedness secured by this 
Mortgage other than principal of or interest on the Notes; second, to the ratable 
payment of interest which shall have accrued on the Notes and be unpaid; third, 
to the ratable payment of or on account of the unpaid principal of the Notes, to 
such installments thereof as may be designated by the respective Mortgagee at 
the time of any such payment; and fourth, the balance shall be paid to 
whomsoever shall be entitled thereto. 

@) If any part of the Mortgaged Property shall be taken by eminent domain, each 
Mortgagee shall release the property so taken from the Mortgaged Property and 
shall be fully protected in so doing upon being furnished with: 

(1) A certificate of a duly authorized officer of the Mortgagor requesting such 
release, describing the property to be released and stating that such 
property has been taken by eminent domain and that all conditions 
precedent herein provided or relating to such release have been complied 
with; and 

(2) an opinion of counsel to the effect that such property has been lawfully 
taken by exercise of the right of eminent domain, that the award for such 
property so taken has become final and that all conditions precedent herein 
provided for relating to such release have been complied with. 

Section 3.17. Compliance with Loan Agreements; Notice of Amendments to and Defaults under 
Loan Agreements: 

The Mortgagor will observe and perform all of the material covenants, agreements, 
terms and conditions contained in any Loan Agreement entered into in connection 
with the issuance of any of the Notes, as from time to time amended. The Mortgagor 
will send promptly to each Mortgagee notice of any default by the Mortgagor under 
any Loan Agreement and notice of any amendment to any Loan Agreement. Upon 
request of any Mortgagee, the Mortgagor will furnish to such Mortgagee single copies 
of such Loan Agreements and amendments thereto as such Mortgagee may request. 

. 
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e Section 3.18. Rights of Way, etc., Necessary in Business: 

The Mortgagor will use its best efforts to obtain all such rights of way, easements 
from landowners and releases from lienors as shall be necessary or advisable in the 
conduct of its business, and, if requested by any Mortgagee, deliver to such 
Mortgagee evidence satisfactory to such Mortgagee of the obtaining of such rights of 
way, easements or releases. 

. .  
k< 

Section 3.19. Limitations on Providing Free Electric Services: 

The Mortgagor will not furnish or supply or cause to be furnished or supplied any 
electric power, energy or capacity free of charge to any person, firm or corporation, 
public or private, and the Mortgagor will enforce the payment of any and all amounts 
owning to the Mortgagor by reason of the ownership and operation of the Utility 
System by discontinuing such use, output, capacity, or service, or by filing suit 
therefor within 90 days after any such accounts are due, or by both such 
discontinuance and by filing suit. 

Section 3.20. Keeping Books; Inspection by Mortgagee: 

The Mortgagor will keep proper books, records and accounts, in which full and 
correct entries shall be made of all dealings or transactions of or in relation to the 
Notes and the Utility System, properties, business and affairs of the Mortgagor in 
accordance with the Accounting Requirements. The Mortgagor will at any and all 
times, upon the written request of any Mortgagee and at the expense of the 
Mortgagor, permit such Mortgagee by its representatives to inspect the Utility System 
and properties, books of account, records, reports and other papers of the Mortgagor 
and to take copies and extracts therefrom, and will afford and procure a reasonable 
opportunity to make any such inspection, and the Mortgagor will furnish to each 
Mortgagee any and all such information as such Mortgagee may request, with respect 
to the performance by the Mortgagor of its covenants under this Mortgage, the Notes 
and the Loan Agreements. 

ARTICLE Iv 
EVENTS OF DEFAULT AND REMEDIES 

Section 4.01. Events of Default: 

Each of the following shall be an "Event of Default" under this Mortgage: 

(a) default shall be made in the payment of any installment of or on account of 
interest on or principal of (or premium, if any associated with) any Note or 
Notes for more than five (5) Business Days after the same shall be required to 
be made; 
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default shall be made in the due observance or performance of any other of the 
covenants, conditions or agreements on the part of the Mortgagor, in any of the 
Notes, Loan Agreements or in this Mortgage, and such default shall continue 
for a period of thirty (30) days after written notice specifying such default and 
requiring the same to be remedied and stating that such notice is a "Notice of 
Default" hereunder shall have been given to the Mortgagor by any Mortgagee; 
PROVIDED, HOWEVER that in the case of a default on the terms of a Note or 
Loan Agreement of a particular Mortgagee, the "Notice of Default" required 
under this paragraph may only be given by that Mortgagee; 

the Mortgagor shall file a petition in bankruptcy or be adjudicated a bankrupt or 
insolvent, or shall make an assignment for the benefit of its creditors, or shall 
consent to the appointment of a receiver of itself or of its property, or shall 
institute proceedings for its reorganization or proceedings instituted by others 
for its reorganization shall not be dismissed within sixty (60) days after the 
institution thereof; 

a receiver or liquidator of the Mortgagor or of any substantial portion of its 
property shall be appointed and the order appointing such receiver or liquidator 
shall not be vacated within sixty (60) days after the entry thereof; 

the Mortgagor shall forfeit or otherwise be deprived of its corporate charter or 
franchises, permits, easements, or licenses required to carry on any material 
portion of its business; 

a final judgment for an amount of more than $25,000 shall be entered against 
the Mortgagor and shall remain unsatisfied or without a stay in respect thereof 
for a period of sixty (60) days; or, 

any material representation or warranty made by the Mortgagor herein, in the 
Loan Agreements or in any certificate or financial statement delivered hereunder 
or thereunder shall prove to be false or misleading in any material respect at the 
time made. 

Section 4.02. Acceleration of Maturity; Rescission and Annulment: 

(a) If an Event of Default described in Section 4.01(a) has occurred and is 
continuing, any Mortgagee upon which such default has occurred may declare 
the principal of all its Notes secured hereunder to be due and payable 
immediately by a notice in writing to the Mortgagor and to the other 
Mortgagees (failure to provide said notice to any other Mortgagee shall not 
affect the validity of any acceleration of the Note or Notes by such Mortgagee), 
and upon such declaration, all unpaid principal (and premium, if any) and 
accrued interest so declared shall become due and payable immediately, 
anything contained herein or in any Note or Notes to the contrary 
notwithstanding . 
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@) If any other Event of Default shall have occurred and be continuing, any 
Mortgagee may declare the principal of all its Notes secured hereunder to be 
due and payable immediately by a notice in writing to the Mortgagor and to the 
other Mortgagees (failure to provide said notice to any other Mortgagee shall 
not affect the validity of any acceleration of the Note or Notes by such 
Mortgagee), and upon such declaration, all unpaid principal (and premium, if 
any) and accrued interest so declared shall become due and payable 
immediately, anything contained herein or in any Note or Notes to the contrary 
notwithstanding. i 

*, 

(c) Upon receipt of actual knowledge of or any notice of acceleration by any 
Mortgagee, any other Mortgagee may declare the principal of all of its Notes to 
be due and payable immediately by a notice in writing to the Mortgagor and 
upon such declaration, all unpaid principal (and premium, if any) and accrued 
interest so declared shall become due and payable immediately, anything 
contained herein or in any Note or Notes or Loan Agreements to the contrary 
notwithstanding . 

(d) If after the unpaid principal of (and premium, if any) and accrued interest on 
any of the Notes shall have been so declared to be due and payable, all 
payments in respect of principal and interest which shall have become due and 
payable by the terms of such Note or Notes (other than amounts due as a result 
of the acceleration of the Notes) shall be paid to the respective Mortgagees, and 
(i) all other defaults under the Loan Agreements, the Notes and this Mortgage 
shall have been made good or cured to the satisfaction of the Mortgagees 
representing at least 80% of the aggregate unpaid principal balance of all of the 
Notes then outstanding, (ii) proceedings to foreclose the lien of this Mortgage 
have not been commenced, and (iii) all reasonable expenses paid or incurred by 
the Mortgagees in connection with the acceleration shall have been paid to the 
respective Mortgagees, then in every such case such Mortgagees representing at 
least 80% of the aggregate unpaid principal balance of all of the Notes then 
outstanding may by written notice to the Mortgagor, for purposes of this 
Mortgage, annul such declaration and waive such default and the consequences 
thereof, but no such waiver shall extend to or affect any subsequent default or 
impair any right consequent thereon. 

Section 4.03. Remedies of Mortgagees: 

If one or more of the Events of Default shall occur and be continuing, any Mortgagee 
personally or by attorney, in its or their discretion, may, in so far as not prohibited by 
law: 

(a) take immediate possession of the Mortgaged Property, collect and receive all 
credits, outstanding accounts and bills receivable of the Mortgagor and all rents, 
income, revenues, proceeds and profits pertaining to or arising from the 
Mortgaged Property, or any part thereof, whether then past due or accruing 
thereafter, and issue binding receipts therefor; and manage, control and operate 
the Mortgaged Property as fully as the Mortgagor might do if in possession 
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thereof, including, without limitation, the making of all repairs or replacements 
deemed necessary or advisable by such Mortgagee in possession; 

(b) proceed to protect and enforce the rights of all of the Mortgagees by suits or 
actions in equity or at law in any court or courts of competent jurisdiction, 
whether for specific performance of any covenant or any agreement contained 
herein or in aid of the execution of any power herein granted or for the 
foreclosure hereof or hereunder or for the sale of the Mortgaged Property, or 
any part thereof, or to collect the debts hereby secured or for the enforcement 
of such other or additional appropriate legal or equitable remedies as may be 
deemed necessary or advisable to protect and enforce the rights and remedies 
herein granted or conferred, and in the event of the institution of any such 
action or suit the Mortgagee instituting such action or suit shall have the right to 
have appointed a receiver of the Mortgaged Property and of all proceeds, rents, 
income, revenues and profits pertaining thereto or arising therefrom, whether 
then past due or accruing after the appointment of such receiver, derived, 
received or had from the time of the commencement of such suit or action, and 
such receiver shall have all the usual powers and duties of receivers in like and 
similar cases, to the fullest extent permitted by law, and if application shall be 
made for the appointment of a receiver the Mortgagor hereby expressly consents 
that the court to which such application shall be made may make said 
appointment; and 

.I. 

(c) sell or cause to be sold all and singular the Mortgaged Property or any part 
thereof, and all right, title, interest, claim and demand of the Mortgagor therein 
or thereto, at public auction at such place in any county (or its equivalent 
locality) in which the property to be sold, or any part thereof, is located, at such 
time and upon such terms as may be specified in a notice of sale, which shall 
state the time when and the place where the sale is to be held, shall contain a 
brief general description of the property to be sold, and shall be given by 
mailing a copy thereof to the Mortgagor at least fifteen (15) days prior to the 
date fixed for such sale and by publishing the same once in each week for two 
successive calendar weeks prior to the date of such sale in a newspaper of 
general circulation published in said locality or, if no such newspaper is 
published in such locality, in a newspaper of general circulation in such locality, 
the first such publication to be not less than fifteen (15) days nor more than 
thirty (30) days prior to the date fixed for such sale. Any sale to be made under 
this subparagraph (c) of this Section 4.03 may be adjourned from time to time 
by announcement at the time and place appointed for such sale or for such 
adjourned sale or sales, and without further notice or publication the sale may 
be had at the time and place to which the same shall be adjourned; provided, 
however, that in the event another or, different notice of sale or another or 
different manner of conducting the same shall be required by law the notice of 
sale shall be given or the sale be conducted, as the case may be, in accordance 
with the applicable provisions of law. The expense incurred by any Mortgagee 
(including, but not limited to, receiver’s fees, counsel fees, cost of advertiseme- 
nt and agents’ compensation) in the exercise of any of the remedies provided in 
this Mortgage shall be secured by this Mortgage. 
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(d) In the event that a Mortgagee proceeds to enforce remedies under this Section, 
any other Mortgagee may join in such proceedings. In the event that the 
Mortgagees are not in agreement with the method or manner of enforcement 
chosen by any other Mortgagee, the Mortgagees representing a majority of the 
aggregate unpaid principal balance on the then outstanding Notes may direct the 
method and manner in which remedial action will proceed. 

. .  *, 

Section 4.04. Application of Proceeds from Remedial Actions: 

Any proceeds or funds arising from the exercise of any rights or the enforcement of 
any remedies herein provided after the payment or provision for the payment of any 
and all costs and expenses in connection with the exercise of such rights or the 
enforcement of such remedies shall be applied first, to the ratable payment of 
indebtedness hereby secured other than the principal of or interest on the Notes; 
second, to the ratable payment of interest which shall have accrued on the Notes and 
which shall be unpaid; third, to the ratable payment of or on account of the unpaid 
principal of the Notes; and the balance, if any, shall be paid to whomsoever shall be 
entitled thereto. 

Section 4.05. Remedies Cumulative; No Election: 

Every right or remedy herein conferred upon or reserved to the Mortgagees or to the 
Noteholders shall be cumulative and shall be in addition to every other right and 
remedy given hereunder or now or hereafter existing at law, or in equity, or by 
statute. The pursuit of any right or remedy shall not be construed as an election. 

Section 4.06. Waiver of Appraisement Rights; Marshaling of Assets Not Required: 

The Mortgagor, for itself and all who may claim through or under it, covenants that it 
will not at any time insist upon or plead, or in any manner whatever claim, or take 
the benefit or advantage of, any appraisement, valuation, stay, extension or 
redemption laws now or hereafter in force in any locality where any of the Mortgaged 
Property may be situated, in order to prevent, delay or hinder the enforcement or 
foreclosure of this Mortgage, or the absolute sale of the Mortgaged Property, or any 
part thereof, or the final and absolute putting into possession thereof, immediately 
after such sale, of the purchaser or purchasers thereat, and the Mortgagor, for itself 
and all who may claim through or under it, hereby waives the benefit of all such laws 
unless such waiver shall be forbidden by law. Under no circumstances shall there be 
any marshalling of assets upon any foreclosure or to other enforcement of this 
Mortgage. 

Section 4.07. Notice of Default: 

The Mortgagor covenants that it will give immediate written notice to each Mortgagee 
of the occurrence of any Event of Default or in the event that any right or remedy 
described in Sections 4.02 and 4.03 hereof is exercised or enforced or any action is 
taken to exercise or enforce any such right or remedy. 
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ARTICLE V 

POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE 
& <  

Section 531. Possession Until Default: 

Until some one or more of the Events of Default shall have happened, the Mortgagor 
shall be suffered and permitted to retain actual possession of the Mortgaged Property, 
and to manage, operate and use the same and any part thereof, with the rights and 
franchises appertaining thereto, and to collect, receive, take, use and enjoy the rents, 
revenues, issues, earnings, income, proceeds, products and profits thereof or 
therefrom, subject to the provisions of this Mortgage. 

Section 5.02. Defeasance: 

If the Mortgagor shall pay or cause to be paid the whole amount of the principal of 
(and premium, if any) and interest on the Notes at the times and in the manner therein 
provided, and shall also pay or cause to be paid all other sums payable by the 
Mortgagor hereunder or under any Loan Agreement and shall keep and perform, all 
covenants herein required to be kept and performed by it, then and in that case, all 
property, rights and interest hereby conveyed or assigned or pledged shall revert to 
the Mortgagor and the estate, right, title and interest of the Mortgagee so paid shall 
thereupon cease, determine and become void and such Mortgagee, in such case, on 
written demand of the Mortgagor but at the Mortgagor’s cost and expense, shall enter 
satisfaction of the Mortgage upon the record. In any event, each Mortgagee, upon 
payment in full to such Mortgagee by the Mortgagor of all principal of (and premium, 
if any) and interest on any Note held by such Mortgagee and the payment and 
discharge by the Mortgagor of all charges due to such Mortgagee hereunder or under 
any Loan Agreement, shall execute and deliver to the Mortgagor such instrument of 
satisfaction, discharge or release as shall be required by law in the circumstances. 

Section 5.03. Special Defeasance: 

Other than any Notes excluded by the foregoing Sections 5.01 and 5.02 and Notes 
which have become due and payable, the Mortgagor may cause the Lien of this 
Mortgage to be defeased with respect to any Note for which it has deposited or caused 
to be deposited in trust solely for the purpose an amount sufficient to pay and 
discharge the entire indebtedness on such Note for principal (and premium, if any) 
and interest to the date of maturity thereof; PROVIDED, HOWEVER, that depository 
serving as trustee for such trust must first be accepted as such by the Mortgagee 
whose Notes are being defeased under this section. In such event, such a Note will 
no longer be considered to be an Outstanding Note for purposes of this Mortgage and 
the Mortgagee shall execute and deliver to the Mortgagor such instrument of 
satisfaction, discharge or release as shall be required by law in the circumstances. 
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ARTICLE VI 

MISCELLANEOUS 

Section 6.01. 
. .  *. 

Section 6.02. 

Section 6.03. 

Section 6.04. 

Section 6.05. 

Property Deemed Real Property: 

It is hereby declared to be the intention of the Mortgagor that any electric generating 
plant or plants and facilities and all electric transmission and distribution lines, or 
other Electric System or Utility System facilities, embraced in the Mortgaged ., 
Property, including (without limitation) all rights of way and easements granted or 
given to the Mortgagor or obtained by it to use real property in connection with the 
construction, operation or maintenance of such plant, lines, facilities or systems, and 
all other property physically attached to any of the foregoing, shall be deemed to be 
real property. 

Mortgage to Bind and Benefit Successors and Assigns: 

All of the covenants, stipulations, promises, undertakings and agreements herein 
contained by or on behalf of the Mortgagor shall bind its successors and assigns, 
whether so specified or not, and all titles, rights and remedies hereby granted to or 
conferred upon the Mortgagees shall pass to and inure to the benefit of the successors 
and assigns of the Mortgagees and shall be deemed to be granted or conferred for the 
ratable benefit and security of all who shall from time to time be a Mortgagee. The 
Mortgagor hereby agrees to execute such consents, acknowledgements and other 
instruments as may be reasonably requested by any Mortgagee in connection with the 
assignment, transfer, mortgage, hypothecation or pledge of the rights or interests of 
such Mortgagee hereunder or under the Notes or in and to any of the Mortgaged 
Property. 

Headings: 

The descriptive headings of the various articles and sections of this Mortgage and also 
the table of contents were formulated and inserted for convenience only and shall not 
be deemed to affect the meaning or construction of any of the provisions hereof. 

Severability Cause: 

In case any provision of this Mortgage or in the Notes or in the Loan Agreements 
shall be invalid or unenforceable, the validity, legality and enforceability of the 
remaining provisions thereof shall not in any way be affected or impaired, nor, nor 
shall any invalidity or unenforceability as to any Mortgagee hereunder affect or impair 
the rights hereunder of any other Mortgagee. 

Mortgage Deemed Security Agreement: 

To the extent that any of the property described or referred to in this Mortgage is 
governed by the provisions of the UCC this Mortgage is hereby deemed a "security 
agreement" under the UCC, and, if so elected by 'any Mortgagee, a "financing 
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statement" under the UCC for said security agreement. The mailing addresses of the 
Mortgagor as debtor, and the Mortgagees as secured parties are as set forth in 
Schedule "A" hereof. If any Mortgagee so directs the Mortgagor to do so, the 
Mortgagor shall file as a financing statement under the UCC for said security 
agreement and for the benefit of all of the Mortgagees, an instrument other than this 
Mortgage. In such case, the instrument to be filed shall be in a form customarily 
accepted by the filing office as a financing statement. PROCEEDS OF 
COLLATERALARECOVEREDHEREBY. 

",. 

Section 6.06. Indemnification by Mortgagor of Mortgagees: 

The Mortgagor agrees to indemnify and save harmless each Mortgagee against any 
liability or damages which any of them may incur or sustain in the exercise and 
performance of their rightful powers and duties hereunder. For such reimbursement 
and indemnity, each Mortgagee shall be secured under this Mortgage in the same 
manner as the Notes and all such reimbursements for expense or damage shall be paid 
to the Mortgagee incurring or suffering the same with interest at the rate specified in 
Section 3.14 hereof. The Mortgagor's obligation to indemnify the Mortgagees under 
this section and under Section 3.04 shall survive the satisfaction of the Notes, the 
reconveyance or foreclosure of this Mortgage, the acceptance of a deed in lieu of 
foreclosure, or any transfer or abandonment of the Mortgaged Property. 
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IN WITNESS WHEREOF, GRAYSON RURAL ELECTRIC COOPERATIVE 
CORPORATION, as Mortgagor, has caused this Restated Mortgage and Security Agreement to be 
signed in its name and its corporate seal to be hereunto affixed and attested by its officers thereunto 
duly authorized, and UNITED STATES OF AMERICA, as Mortgagee, and NATIONAL RURAL 
UTILITIES COOPERATIVE FINANCE CORPORATION, as Mortgagee, have each caused this 
Restated.Mortgage and Security Agreement to be signed in their respective'names by duly authorized 
persons, a1 as of the day and year first above written. 

GRAYSON RURAL ELECTRIC COOPERATIVE 
CORPORATION 

Bv: , 
President 

(SEAL) 

Attest: 

Title: 

Executed by the Mortgagor in the presence of: 

Witnesses 
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Executed by the United States of America, 
Mortgagee, in the presence o f  

UNITED STATES OF AMERICA 

By: 
Director, of the Northern Regional Division 

Rural Utilities Service 

Wimesses 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

By: 
ASSISTANT SECRETARY-TREASURER 

(SEAL) 

Attest: 
ASSISTANT SECRETARY-TREASURER 

Executed by the above-named Mortgagee 
in the presence o f  

Witnesses 
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COMMONWEALTH OF KENTUCKY ) 
) ss 

C O U N k  OF 1 

1, , a Notary Public in and for the County and 

President of GRAYSON RURAL ELECTRIC COOPERATIVE 
Commonwealth aforesaid, do hereby certify that 
known to me to be the 
CORPORATION, a corporation of the Commonwealth of Kentucky, and to me known to be the 
identical person whose name is as President of said corporation, subscribed to the foregoing 
instrument, appeared before me this day in person and produced the foregoing instrument to me in the 
County aforesaid and acknowledged that as such President he signed the foregoing instrument 
pursuant to authority given by the board of directors of said corporation as his free and voluntary act 
and deed and as the free and voluntary act and deed of said corporation for the uses and purposes 
therein set forth and that the seal affixed to the foregoing instrument is the corporate seal of said 
corporation. 

, personally 

Given under my hand this day of , 19 . 

(Notarial Seal) 

My commission expires: 

Notary Public 
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COMMONWEALTH OF VIRGINIA ) 
a 

ss 
COUNTY OF FAIRFAX 

4. 

01% this day of , 19 , before me appeared 
, to me personally known, who, being by me duly sworn, did say that he is the 

ASSISTANT SECRETARY-TREASURER of the National Rural Utilities Cooperative Finance 
Corporation, and that the seal affixed to the foregoing instrument is the corporate seal of said 
corporation and that said instrument was signed and sealed in behalf of said corporation by authority 
of its board of directors and said ASSISTANT SECRETARY-TREASURER acknowledged said 
instrument to be the free act and deed of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and official seal 

Notary Public 

(Notarial Seal) 

My commission expires: 

DISTRICT OF COLUMBIA ) SS 

BEFORE ME, a Notary Public, in and for the District of Columbia, appeared in 
person the within named , Director, Northern Regional Division of 
the Rural Utilities Service, United States of America, to me personally known, and known to be the 
identical person who subscribed the foregoing instrument in said capacity, and who, after being by me 
duly sworn, stated that he is duly authorized to execute the foregoing instrument for and in the name 
and behalf of the United States of America, and further stated and acknowledged that he had executed 
the foregoing instrument as the free and voluntary act and deed of the United States of America, for 
the consideration, uses and purposes therein mentioned and set forth. 

IN TESTIMONY WHEREOF, I have hereunto set my hand and official seal this 
day of , 19 . 

(Notarial Seal) 

My commission expires: a 

Notary Public 
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1. The Maximum Debt Limit referred to in Section 1.01 is $50,000,000. The Notes at any one time 
securqd hereby shall not in the aggregate principal amount exceed the Maximum Debt Limit. 

I. 

2. The staie refered to in Section 1.04 is Kentucky. 

3. The addresses of the parties referred to in Section 1.05 are as follows: 

As to the Mortgagor: 

Grayson Rural Electric Cooperative Corporation 
109 Bagby Park 
Grayson, Kentucky 4 1 143 

As to the Mortgagees: 

Rural Utilities Service 
United States Department of Agriculture 
Washington, DC 20250-1 500 

National Rural Utilities Cooperative Finance Corporation 
220 1 Cooperative Way 
Herndon, Virginia 22071-3025 

4. The Original Mortgage as referred to in the first WHEREAS clause above is more particularly 
described as follows: 

Instrument Title Dated as of 
Supplemental Mortgage and Security Agreement 
Supplement to Supplemental Mortgage and Security Agreement 
Restated Mortgage and Security Agreement 

September 1,  1972 
July 26, 1974 
February 23, 1988 
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5. The outstanding secured obligations of the Mortgagor referred to in the fourth WHEREAS 
clause ibove are evidenced by the Original Notes described below: 

ORIGINAL NOTES issued to the Government' 

Payo?: 

Note Designation 
G 
H 
K 
L 

M 2  
P6 
R6 
S6 
T6 
U6 
V6 
W6 
X6 
Y6 
242 

AA42 

Face Amount 
$65 1,000.00 
$491,000.00 
$727,000.00 
$546,000.00 
$377,000.00 
$368,000.00 
$368,000.00 
$623,000.00 
$540,000.00 

$1,547,000.00 
$1,280,000.00 
$1,050,000.00 
$1,3 3 5,000.00 
$1,511,000.00 
$2,594,000.00 
$8,648,000.00 

June 10, 1961 
January 3, 1964 
September 7, 1966 
April 16, 1969 
September 1, 1972 
July 26, 1974 
September 16, 1975 
July 18, 1977 
June20, 1978 
August 3, 1979 
January 7, 1982 
July 19, 1985 
February 23, 1988 
April 26, 1991 
July 22, 1994 
June 3, 1996 

Final Maturity 
June 10, 1996 
January 4,2002 
September 7, 2001 
April 16, 2004 
September 1, 2007 
July 26, 2009 
September 16, 20 10 
July 18, 2012 
June 20, 2013 
August 3,2014 
January 7, 20 17 
July 19, 2020 
Febraury 23, 2023 
April 26,2026 
July 22, 2029 
June 3,203 1 

% Rate3 
2% 
2% 
2% 
2% 
2% 
5% 
5 yo 
5 yo 
5 yo 
5% 

5% 

5% 

5% 

5 yo 

5 yo 

5 yo 

'"Government" as used in thts listing refers to the United States of America acting through the Adrmnistrator of the Rural 
Utilities Service (RUS) or its predecessor agency, the 6Rural Electrification Administration (REA). Any Notes which are 
payable to a third party and which either RUS or REA has guaranteed as to payment are also described in this listing as being 
issued to the Government. Such guaranteed Notes are typically issued to the Federal Financing Bank, an instrumentality of the 
United States Treasury, and held by RUS. 

%he name of payor appears in this space only where it differs from the name of the Mortgagor as it appears on page 1 of this 
instrument. 

3V=variable interest rate calculated by RUS pursuant to title 7 of the Code of Federal Regulations or by the United States 
Treasury, Federal Financing Bank. 

Schedule A: Part One, page 2 SCHEDA. V 1 D (2196) 
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The contr 

Schedule B 

Property Schedule 

cts referred to in Subclause “C” of Granting Clause First include without limitation 
the Wholesale Power Contract, dated as of October 1, 1964, between the Mortgagor and East 
Kentucky Power Cooperative, Inc. (formerly East Kentucky Rural Electric Cooperative Corporation), 
and the Participation Agreement, dated as of June 12, 1973, among the Government, CFC, East 
Kentucky Power Cooperative, Inc. (formerly East Kentucky Rural Electric Cooperative Corporation) 
and the Mortgagor. 

The counties referred to in Subclause ”B” of Granting Clause First are: Carter, Elliott, 
Greenup, Lawrence, Lewk and Rowan, in the State of Kentucky. 

The fee and leasehold interests in real property referred to in Subclause “A” of Granting 
Clause First are described on the attached page 1 of this Schedule B 

Schedule 9, page 1 



( 1 )  A certain tract of land deecribed in a 
certain deed from George L. Bagby, single, 
to the Grayson Rural Electric Cooperative 
Corporation, dated April 14, 1958, and 
recorded in Deed Book 106. Page 361, 
Carter County Deed Records. 

4. 

( 2 )  A certain tract of land demcribed in a 
certain deed from George L. Bagby, Single, 
to the Grayson Rural Electric Cooperative 
Corporation, dated Hey 8, 1953, and 
recorded in Deed B o o k  89 Page 570, Carter 
County Deed Records. 

- I -  
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Schedule C 

Excepted Property 

NONE 
'i 

Schedule C ,  page 1 
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Exhibit A 

Manager's Certificate 

MANAGER'S CERTIFICATE REQUIRED UNDER MORTGAGE SECTION 2.01 
FOR ADDITIONAL NOTES 

i 

On behalf on (the "Borrower ") 

(Name of Borrower) 

I hereby certify as follows: 

1. I am the Manager of the Borrower and have been duly authorized to deliver this 
certificate in connection with the Additional Note or Notes to be issued on or about 

pursuant to Section 2.01 of the Mortgage 
(Dare Note or Notes are to be Signed) 

dated 

No Event of Default has occurred and is continuing under the Mortgage, or any event which 
with the giving of notice or lapse of time or both would become an Event of Default has 
occurred and is continuing. 

' 2. 

3.  The Additional Notes described in paragraph 1 are for the purpose of funding Property 
Additions being constructed, acquired, procured or replaced that are or will become part of the 
Borrower's Utility System. 

4. The Property Additions referred to in paragraph 3 are Eligible Property Additions, Le. Property 
Additions acquired or whose construction was completed not more than 5 years prior to the 
issuance of additional Notes and Property Additions acquired or whose construction is started 
and/or completed not more than 4 years after issuance of the additional Notes, but shall exclude 
any Property Additions financed by any other debt secured under the Mortgage at the time 
additional Notes are issued 

5 .  I have reviewed the certificate of the Independent certified public accountant also being 
delivered to each of the Mortgagees pursuant to Section 2.01 in connection with the aforesaid 
Additional Note or Notes and concur with the conclusions expressed therein. 

Exhibit A. page 1 
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6. C:@talized terms that are used in this certificate but are not defined herein have the meanings 
defmed in the Mortgage. 

' i  

Signed Date 

Name 

Title 

Name and Address of Borrower: 

Exhibit A. ~ B B C  2 
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Exhibit B 

Form of Supplemental Mortgage 

Supplemental Mortgage and Security Agreement, dated as of , (hereinafter 
sometimes called this "Supplemental Mortgage") is made by and among 

(hereinafter called the "Mortgagor"), 

the UNITED STATES OF AMERICA acting by and through the Administrator of the Rural Utilities 
Service (hereinafter called the "Government"), 

a corporation existing under the laws of the State of 9 and 

(Supplemental Lender) (hereinafter called 
), a existing under the laws of 

, and intended to confer rights and benefits on both the Government 

in accordance with this Supplemental 
and and 

Mortgage and the Original Mortgage (hereinafter defined) (the Government and the Supplemental 
Lenders being hereinafter sometimes collectively referred to as the "Mortgagees"). 

' Recitals 

Whereas, the Mortgagor, the Government and 
are parties to that certain Restated Mortgage and Security Agreement (the "Original Mortgage" as 
identified in Schedule " A "  of this Supplemental Mortgage) originally entered into between the 
Mortgagor, the Government acting by and through the Administrator of the Rural Utilities Service 
(hereinafter called "RUS"), and ; and 

Whereas, the Original Mortgage as the same may have been previously supplemented, amended 
or restated is hereinafter referred to as the "Existing Mortgage"; and 

Whereas, the Mortgagor deems it necessary to borrow money for its corporate purposes and to 
issue its promissory notes and other debt obligations therefor, and to mortgage and pledge its property 
hereinafter described or mentioned to secure the payment of the same, and to enter into this 
Supplemental Mortgage pursuant to which all secured debt of the Mortgagor hereunder shall be 
secured on parity, and to add as a Mortgagee and secured party 
hereunder and under the Existing Mortgage (the Supplemental Mortgage and the Existing Mortgage, 
hereinafter sometimes collectively referred to the "Mortgage"); and 

Whereas, all of the Mortgagor's Outstanding Notes listed in Schedule "A" hereto is secured pari 
passu by the Existing Mortgage for the benefit of all of the Mortgagees under the Existing Mortgage; 
and 

Exhibit B. pegc 1 
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Whereas, the Existing Mortgage provides the terms by which additional pari passu obligations 
may be issued thereunder and further provides that the Existing Mortgage may be supplemented from 
time to time to evidence that such obligations are entitled to the security of the Existing Mortgage and 
to add gditional Mortgagees; and 

Whereas, by their execution and delivery of this Supplemental Mortgage the parties hereto do 

as a Mortgagee and a secured 
hereby secure the Additional Notes listed in Schedule "A" pari passu with the Outstanding Notes 
under the Existing Mortgage {and do hereby add 
party under the Existing Mortgage); and 

Whereas, all acts necessary to make this Supplemental Mortgage a valid and binding legal 
instrument for the security of such notes and related obligations under the terms of the Mortgage, 
have been in all respects duly authorized: 

Now, Therefore, This Supplemental Mortgage Witnesseth: That to secure the payment of the 
principal of (and premium, if any) and interest on all Notes issued hereunder according to their tenor 
and effect, and the performance of all provisions therein and herein contained, and in consideration of 
the covenants herein contained and the purchase or guarantee of Notes by the guarantors or holders 
thereof, the Mortgagor has mortgaged, pledged and granted a continuing security interest in, and by 
these presents does hereby grant, bargain, sell, alienate, remise, release, convey, assign, transfer, 
hypothecate, pledge, set over and confirm, pledge and grant a continuing security interest in for the 
purposes hereinafter expressed, unto the Mortgagees all property, rights, privileges and franchises of 
the Mortgagor of every kind and description, real, personal or mixed, tangible and intangible, of the 
kind or nature specifically mentioned herein or any other kind or nature, except any Excepted 
Property set forth on Schedule "C" hereof owned or hereafter acquired by the Mortgagor (by 
purchase, consolidation, merger, donation, construction, erection or in any other way) wherever 
located, including (without limitation) all and singular the following: 

A. all of those fee and leasehold interests in real property set forth in Schedule "B" hereto, subject 
in each case to those matters set forth in such Schedule; and 

B. all of those fee and leasehold interests in real property set forth in Schedule "B" of the Existing 
Mortgage or in any restatement, amendment or supplement thereto, subject in each case to those 
matters set forth in such Schedule; and 

C. all of the kinds, types or items of property, now owned or hereafter acquired, described as 
Mortgaged Property in the Existing Mortgage or in any restatement, amendment to supplement 
thereto as Mortgaged Property. 

It is Further Agreed and Covenanted That the Original Mortgage, as previously restated, 
amended or supplemented, and this Supplement shall constitute one agreement and the parties hereto 
shall be bound by all of the terms thereof and, without limiting the foregoing. 

1. All capitalized terms not defined herein shall have the meaning given in Article I of the Existing 
Mortgage. 

Exhibit B. page 2 
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2. This Supplemental Mortgage is one of the Supplemental Mortgages contemplated by Article I1 
of the Original Mortgage. 

3. Ttl,e Maximum Debt Limit for the Mortgage shall be as set forth in Schedule "A" hereto. 

In Witness Whereof, as Mortgagor 

[ACKNOWLEDGEMENTS] 

Supplemental Mortgage Schedule A 

Maximum Debt Limit and Other Information 

1. 

2. 

The Maximum Debt Limit is $ 

The Original Mortgage as referred to in the first WHEREAS clause above is more particularly 
described as follows: 

The Outstanding Notes referred to in the fourth WHEREAS clause above are more particularly 
described as follows: 

4. The Additional Notes described in the sixth WHEREAS clause above are more particularly 
described as follows: 

Supplemental Mortgage Schedule B 

Property Schedule 

The fee and leasehold interests in real property referred to in clause A of the granting clause 
are more particularly described as follows: 

Exhibit E. page 3 



Paul E. Patton 
Governor 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-3460 

www.psc.state.ky.us 

Ronald B. McCloud, secretary 
Public Protection and 
Regulation Cabinet 

Helen HeltOn 
Executive Director 

Public Service Commission 

December 1 , 1999 

Carol H. Fraley 
Grayson R.E.C.C. 
109 Bagby Park 
Grayson, KY 41 143 

Don M. Combs 
Grayson R. E. C. C. 
109 Bagby Park 
Grayson, KY 41 143 

Re: Case No. 99-412 

Dear Ms. Fraley and Mr. Combs: 

The Commission staff has reviewed your response of November 12, 1999 in the 
above case. The case is still considered deficient. 

Filing deficiencies pursuant to 807 5:OOl: 

1. Section 6(9): The detailed income statement and balance 
sheet are to cover a 12-month period ending not more than 
90 days prior to the date the application is filed. 

2. Section 8(3): The application is to contain either copies of 
the articles of incorporation and all amendments or, if filed 
in a prior proceeding, a reference to the style and case 
number is permitted. 

3. 807 KAR 5:OOl , Section 11 (2): The application is to contain 
either copies of all trust deeds or mortgages, or if previously 
filed, state the case number. 

AN EQUAL OPPORTUNITY EMPLOYER m m  
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Filing Deficiencies 

The statutory time period in which the Commission must process this case will 
not commence until the above-mentioned information is filed with the Commission. You 
are requested to file five copies of this information within fifteen days of this letter. If you 
need further information, please contact Isaac Scott of my staff at (502)564-3940, ext. 
444. 

Sincerely , 

Q 

Secretary of the Commission 

AN EQUAL OPPORTUNITY EMPLOYER M/F/D 



November 10,1999 

Owned by those we serve. 

L 

Grayson Rural Electrrc Cooperative Corporation 

109 Bagby Park + Grayson, Kentucky 41 143-1292 
Telephone: 606-474-5 136 + 1-800-562-3532 + Fax: 606-474-5862 

Helen C. Helton 
Executive Director 
Kentucky Public Service Commission 
730 Schenkel Lane 
POBox615 
Frankfort, KY 40602 

RE: Case No. 99-41 2 

Dear Ms. Helton: 

Please find attached the original and ten copies of responses to filing deficiencies noted 
in the Commission's correspondence of October 28, 1999. 

Sincerely, 

Don M. Combs 
Manager of Finance & Administration 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

APPLICATION FOR THE ASSUMPTION 
OF SECURITIES BY GRAYSON RURAL 
COOPERATIVE CORPORATION 

CASE NO. 99-412 

Grayson R.E.C.C. wishes to file the following information in its application for the 
assumption of securities which was filed on September 24, 1999. 

1. No stock is authorized, (807 KAR 3001, Section 6 (1)). 

2. No Stock has been issued and is outstanding, (807 KAR 3001, Section 6 (2)). 

3. No preferred stock has been issued, (807 KAR 5001, Section 6 (3)). 

4. No mortgages have been issued, (807 KAR 3001, Section 6(4)). 

5. No bonds have been issued, (807 KAR 5001, Section 6(5 ) ) .  

6. A listing of notes outstanding is filed as Exhibit 1, (807 KAR 5001, Section 6(6)). 

7. A listing of other indebtedness is filed as Exhibit 2, (807 KAR 5001, Section 6(7)). 

8. No capital stock has been issued nor dividends paid, (807 KAR 5001, Section 
6(8)). 

9. A detailed income statement and balance sheet is filed as Exhibit 3, (807 KAR 
5001, Section 6(9).  

10. A certified copy of the Articles of Incorporation and all amendments have 
been previously filed with the Commission . 

11. Grayson R.E.C.C.'s property consists of material necessary to operate and 
maintain approximately 2258 miles of electric distribution line that serve a 
tem'tory that falls within six counties in northeastern Kentucky, (807 KAR %:001, 
Section 1 1  ( l)(a)). 



12. A statement of the original cost of Grayson's property is filed as Exhibit 4, (807 
KAR 3001, Section 1 l ( l ) (a)) .  

13. Copies of all trust deeds and mortgages have been previously filed with the 
Commission, (807 KAR 5001, Section 1 1 (2)(b). 

Respectfully submitted, 

GRAYSON RURAL ELECTRIC 
COOPERATIVE CORPORATION 

Carol Hall Fraley 3 
President & CEO 

I, Carol Hall Fraley, President & CEO, of Grayson Rural Electric Cooperative Corporation, 
declare that the statements contained in the foregoing application , as well as the 
statements filed on September 24, 1999, are true to the best of my information and belief. 

Carol Hall Fraley, President &EO 
Grayson Rural Electric 

Cooperative Corporation 

Subscribed and sworn to me by Carol Hall Fraley, this 0 day of November, 1999. 

NOTARY PUBLIC, State at Large 

My Commission Expires: 23, am 0 



Grayson Rural Electric Cooperative 
Outstanding Long Term Debt 

31 -Dec-98 

Date 
of of 
Debt - Issue 

RUS Jan-67 
Sep-66 
Oct-68 
Apr-72 
Apr-72 
Apr-74 
Oct-76 
Oct-75 
Aug-76 
Aug-77 
Dec-77 

Feb-79 

Feb-81 

Apr-85 

Mar-87 
Feb-88 

Feb-89 
Jun-91 
Feb-94 
Sep94 
Dec-94 
Mar-95 
Apr-95 
May-95 
Sep96 
Jan-97 
Apr-97 
Sep97 
Dec-97 
Apr-98 

Aug-78 

Aug-79 

013-82 

Aug-85 

NOV-89 

Oct-98 

NRUCFC 
Apr-72 
Mar-74 
Oct-75 
Aug-77 
Dec-77 
May-80 
Mar-85 
Feb-87 
Dec-89 
Feb-94 

Total Long Term Debt 

Date 
of 

Maturity 

Dec-01 
AUg-01 
Oct-03 
Apr-07 
Apr-07 
Apr-09 
S e p l  1 
SeplO 
Aug-1 I 
AUg-12 
Dec-12 

Feb-14 

Feb-16 
Sep l7  
Mar-20 

Feb-22 
Feb-23 

Feb-24 
Jun-26 
Feb-29 
Sep29 
Dec-29 
Mar-30 
Apr-30 
May-30 
Sep31 
Jan-32 
Apr-32 
Sep32 
Dee-32 
Apr-33 

Jul-13 

Aug-14 

Aug-20 

NOV-24 

Oct-03 

Apr-07 
Mar-09 
SeplO 

Dec-I 2 
May-1 5 
Feb-20 
Feb-22 
Dec-24 
Feb-29 

Aug-12 

Exhibit 1 
Page 1 
of 1 

Rate 
of Amount 

Interest Outstanding 

2% $ 
2% $ 
2% $ 
2% $ 
2% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 
5% $ 

$ 

7.000% $ 
7.000% $ 
6.525% $ 
8.500% $ 
7.250% $ 
6.850% $ 
6.850% $ 
6.850% $ 
6.525% $ 
6.850% $ 

$ 

$ 

2,406 
81,719 
I 14,743 
63,890 
63,886 
94,017 
94,017 

102,222 
102,222 
191,245 
191,245 
174,224 
174,224 
522,025 
522,025 
474,756 
495,477 
427,159 
427,159 
577,302 
432,001 
149,141 
695,187 
713,355 

1,064,964 
190,725 
495,692 
484,075 
275,923 

1,961,252 
993,039 
794,431 

1,092,343 
893,735 
844,083 
648,682 

16,624,591 

48,048 
89,964 

109,352 
197,415 
170,875 
51 1,041 
464,434 
384,187 
528,045 
598,812 

3,102,173 

19,726,764 
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Grayson Rural Electric Cooperative 
Other Indebtedness 
31 -Dec-98 e 
Line of Credit Borrowings 

Date Line 
of of Amount 

Maturity Credit Outstandinq 

NRUCFC JUl-99 $ 2,000,000 $ 1,829,321 

CoBank JUl-99 $ 1,000,000 $ 990,600 
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Grayson Rural Electric Cooperative 
Statement of Operations 
December 31,1998 e 
Operating Revenue 

Sale of electric energy 
Other electric revenue 

Operating Expenses 
Cost of power 
Distribution - operations 
Distribution - maintenance 
Consumer accounts 
Consumer service 
Sales 
Administrative and general 

Total operation and maintenance 

Depreciation 
Taxes - property 
Taxes - other 
Interest on long term debt 
Other interest expense 
Other deductions 

Total cost of electric service 

Utility operating margins 

Non-operating margins, interest 
Non-operating margins, other 

Patronage capital: 
G & T  
Others 

Net margins 

Exhibit 3 
Page 1 
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1 1,868,410 
450,178 

12,318,588 

7,155,239 
493,530 

1,380,129 
502,777 
86,076 
25,384 

761,913 

10,405,048 

974,451 

15,587 
1,005,907 

50,621 
164,685 

12,616,299 

(297,711) 

- 

35,553 
157,390 

$ 
$ 47,516 

- 

$ (57,252) 



Grayson Rural Electric Cooperative 
Balance Sheet 

31 -Dee98 

Exhibit 3 
Page 2 
of 2 

ASSETS 

Electric Plant 
In service 
Under construction 

Less accumulated depreciation 

Investments 

Current Assets: 
Cash and temporary investments 
Accounts receivable, net 
Material and supplies 
Prepayments 

Total Assets 

@ MEMBERS EQUITIES AND LIABILITIES 

Margins and Equities: 
Memberships 
Patronage capital 
Other equities 

Long Term Debt 

Accumulated Operating Provisions 

Current Liabilities 
Notes payable 
Accounts payable 
Consumer deposits 
Accrued expenses 

Consumer advances for construction 

Total Members' Equities and Liabilities 

$ 33,573,537 
$ 192,143 

$ (4,527,102) 

$ 2,910,204 

$ 66,787 
$ 2,733,872 
$ 230,210 
$ 47,251 

$ 35,226,902 

$ 130,255 
$ 9,097,675 
$ 91,214 

$ 19,726,766 

$ 988,059 

$ 2,819,921 
$ 1,029,246 
$ 843,047 
$ 435,639 

$ 65,080 

$ 35,226,902 



Grayson Rural Electric Cooperative 
Original Cost of Applicant's Property 

31 -Dec-98 

Account DescriDtion 

362 Substation Equipment 
364 Poles, Towers, and Fixtures 
365 Overhead Conductors and Devices 
367 Underground Conductors and Devices 
368 Line Transformers 
369 Services 
370 Meters 
371 Installations on Consumers' Premises 
389 Land and Land Rights 
390 Structures and Improvements 
391 Office Furniture and Equipment 
392 Transportation Equipment 
393 Stores Equipment 
394 Tools, Shop, and Garage Equipment 
395 Laboratory Equipment 
396 Large Tools 
397 Communication Equipment 
398 Miscellaneous Equipment 

Exhibit 4 
Page 1 
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- Cost 

$ 31,054 
$ 12,807,623 
$ 9,091,198 
$ 126,032 
$ 4,502,036 
$ 3,312,881 
$ 91 3,246 
$ 51 3,204 
$ 44,000 
$ 820,677 
$ 290,104 
$ 738,606 
$ 5,418 
$ 5,982 
$ 69,485 
$ 19,102 
$ 237,979 
$ 44,909 

$ 33,573,536 



Paul E. Patton 
Governor 

Carol H. Fraley 
President and CEO 
Grayson R.E.C.C. 
109 Bagby Park 
Grayson, KY 41 143 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-3460 

www. psc.state.ky.us 

October 28, 1999 

\ 

Ronald B. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

Helen Helton 
Executive Director 

Public Service Commission 

Re: Case No. 99-412 
Filing Deficiencies 

Dear Ms. Fraley: 

The Commission staff has conducted an initial review of your filing in the above 
case. This filing is rejected pursuant to 807 KAR 5001, Section 2, as it is deficient in 
certain filing requirements. The items listed below are either required to be filed with the 
application or must be referenced if they are already on file in another case or will be 
filed at a later date. 

Filing deficiencies pursuant to 807 KAR 3001 : 

1) Section 6(1) Amounts and types of stocks authorized. 

2) Section 6(2) Amounts and types of stock issued and 
outstanding. 

3) Section 6(3) Detail of preference terms of preferred stock. 

4) Section 6(4) Mortgages 

5) Section 6(5) Bonds 

6) Section 6(6) Notes Outstanding 

7) Section 6(7) Other Indebtedness 

AN EQUAL OPPORTVNITK EMPLOYER w m  
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Filing Deficiencies 

8) Section 6(8) Rate and amount of dividends paid during 
the five (5) previous fiscal years and the amount of 
capital stock on which the dividends were paid each year. 

9) Section 6(9) Detailed income statement and balance sheet. 

IO) Section 8(3) If applicant is a corporation, a certified copy of 
the Articles of Incorporation and all amendments thereto 
if the articles were filed with the PSC in a prior proceeding, a 
reference to the style and case number of the prior proceeding. 

11) KRS 278.300(2) Every financing application shall be made 
under oath, and shall be signed and filed on behalf of the 
utility by its president, or by a vice president, auditor, 
comptroller or other executive officer having knowledge of 
the matters set forth and duly designated by the utility. 

12) Section 1 1 (1 )(a) Description of applicant’s property. 

13) Section 11 (l)(a) Statement of original cost of applicant’s 
property and the cost to the applicant , if different. 

14) Section 11 (2)(b) Copies of all trust deeds or mortgages. 
if previously filed, state case number. 

For your convenience, please find enclosed a copy of our deficiency checklist in 
which the above-listed deficiencies are highlighted. 

The statutory time period in which the Commission must process this case will 
not commence until the above-mentioned information is filed with the Commission. You 
are requested to file 10 copies of this information within 15 days of the date of this letter. 
If you need further information, please contact Isaac Scott of my staff at (502) 564-3940, 
ext. 444. 

Since re I y , 

Stephanie Bell 
Secretary of the Commission 

sa 
Enclosure 

AN EQUAL OPPORTUhTTY EMPLOYER MIFD 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

October 5, 1999 

Carol H. Fraley 
President and CEO 
Grayson R.E.C.C. 
109 Bagby Park 
Grayson, KY. 41143 

\ 

RE: Case No. 99-412 
GRAYSON R.E.C.C. 
(Financing) 

This letter is to acknowledge receipt of initial application 
in the above case. The application was date-stamped received 
September 24, 1999 and has been assigned Case No. 99-412. In all 
future correspondence or filings in connection with this case, 
please reference the above case number. 

If you need further assistance, please contact my staff at 
5 0 2 /5 64 - 3 94 0 '. 

Stephanie Bell 
Secretary of the Commission 



Grayson Rural Electric Cooperative Corporation 

109 Bagby Park + Grayson, Kentucky 41 143-1292 
Telephone: 606-474-5 136 + 1-800-562-3532 + Fax: 606-474-5862 

Executive Director 
Kentucky Public Service commission 
731 Schenkel Lane 
Frankfort, KY 40601 

Ms. Helton: 

Please find attached Grayson Rural Electric Cooperative Corporation's application for 
the assumption of securities as required by KRS 278.300. 

Feel free to contact me for additional Information. 

Sincerely, 

b 
Don M. Combs 
Mgr - Anance & Administration 

Owned by those 

i 



IN THE MATTER OF: 

APPLICATION FOR THE ASSUMPTION 
OF SECURITIES BY GRAYSON RURAL 
COOPERATIVE CORPORATION 

CASE N0.%-4(;L 

APPLICATION 

Grayson Rural Electric Cooperative Corporation (Grayson) requests authorization to 
assume debt, in the guaranteeing of financing by local banking institutions of certain 
electrical appliances (KRS 278.300). Its purpose is to make the purchase of these 
appliances more attractive by guaranteeing the financing by local banking institutions. 

Grayson started the program in 1995, with two (2) banks participating under the following 
arrangements. 

0 1 s t  National Bank, Grayson - Grayson is considered a dealer and guarantees each 
contract in an amount not to exceed $5,000 for geo-thermal heat pump systems and 
$1000 for Electric Thermal Storage (ETS). 

e 
0 Commercial Bank, Grayson - Grayson is guarantor of contracts of local HVAC 

dealers with customers in the amount not to exceed $5,000 for geo-thermal heat 
pump systems. For ETS units, GRECC is the dealer and guarantees the unpaid portion 
of the retail cash sale. 

The banks are responsible for their own applications, credit investigations, disbursement 
of funds and collection of payments. 

In the event of default, Grayson will purchase the unpaid balance of the contract, 
demand payment from the consumer and take possession of the equipment for resale, 
if necessary. 

Currently, one member has defaulted on their loan agreement. This occurred on 7/30/99 
and Grayson has made its initial demand for payment. The unpaid balance on this 
contract is $3,260.99. 



Exhibits included in this application are as follows: 

Exhibit 1 Guarantee Agreement with First National Bank, Grayson for Electric 
Thermal Storage Units (ETS). 

Exhibit 2 Guarantee Agreement with First National Bank, Grayson for Geo Thermal 
Heat Pump Systems. 

Exhibit 3 Guarantee Agreement with Commercial Bank, Grayson for Electric 
Thermal Storage Systems. 

Exhibit 4 Guarantee Agreement with Commercial Bank, and local dealers, for 
Gee  Thermal Heat Pump Systems. 

Exhibit 5 Loan Activity To Date 



Grayson requests that the Public Service Commission approve this application as 
expeditiously as possible and allow Grayson to resume this program. 

Respectfully submitted, 

GRAYSON RURAL ELECTRIC 
COOPERATIVE CORPORATION 

CAROL HALL FRALEY 
President & CEO 
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GXYLSON RECC, io9 Baoby Park, Graysor,, Ky. 41143, 

hereinafter Guarantor, hereby r e q u e s t s  you :o Furchase 

c m c i e i c n a l  sales Ccnt rac t s ,  h e r z x a f z e r  Csn t rac ts ,  

frzrn, c r  o t h e r d i s e  cznt lnue  t o  do business W L L ~ ,  

, h e r e i s l f y e r  Dealer ,  czv@ri,?c C-ts 

. .  _ .  ~ . . 
Th2-321 kiv?%C u r - i t s  t k z t  will be s u ~ ~ i i i c  w::--- tlsczr~cai 

z c w e r  r’rcn Guazaztsr,  thac  may be scld f r c m  c i g e  c~ cine ce 

Cealer’ s czstcrners ,  heriizafzer Custsmers, azc E =  ~,ncuce . .  ycu 

s c  EC: d ~ ,  at y c u r  sol? discr=ricn, however, a,nc . .  ir. 

cznsidertiioc t h e r e ~ f  and cf bezezits - .  c c  accrze ts ezck cf LS 

therelrcm, Gnazaztar,  as  a Frlmary cb l iccr ,  ~zco~citic~ally 

y ~ a r a t e e s  thae Dealer WLLL r u l l y ,  crcmpcl;/ a x  ra:cr?z.illy 

eerforin,  FEY anc c1sz.l-arze ali 1:s presezc  226 f ~ c i l r s  

c b l i s a t i c n s  t o  you iz c m n e c t i o n  wi th  s a i d  C o c t r a c t s  and 

ac rees ,  without your  f i r s t  having t o  proceo? a c a i n s t  Dealer 

c r  to licuidace paper  or any s e c u r i t y  t h e r e f g r ,  and 

Fr resaec t ive  of  any offset or defense  a v a i l a b l e  tC: Dealer, t c  

pay on demand a l l  sums due and t o  become due t c  ycu, not t o  

exceed $ 5 , 0 0 0 . 0 0 ,  from Dealer and all l c s s e s ,  c s s t s ,  

. - ,  . -  . - -  

. .  . _ .  , 

a t t o r n e y ’ s  f e e s  o r  exTezses which you cr they may suffer by 



reason O Z  D e a l e r '  3 d e f a u l t ;  t c s e t h e r  w i th  a reascnabie  

a t i c r n e y ' s  f e e  ( 1 5 %  if se-xnnlttec by law) i f  placed w i t h  an 

a t t o r n e y  f o r  c D l l e c t i c n .  G u a r a n t o r  hereby suborelnat2s  any 

sums ncw or h e r e a f t a r  cue t o  him frcm D e a l e r  t o  the paymenc 

of a ~ y  sums now o r  h e r e a f t e r  cue you o r  them f r m  D e a l e r .  

. .  

Guaractor  waives n o t i c e  of acceptance herzof  and c f  

p r e s e n t m e n t ,  demand, p r o t e s t  and nGtice of ncn-payment GT 

p r o t e s t  i n  r e l a t i o n  t c  any C o c t a c t s  sisned, accepted, 

endorsed, o r  ass icned  t o  you by D e a l e r ,  all 

exernl;ticns and homestead laws,  any c t h e r  demands no t i ces .  
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required by law and all set-offs and counterclaims. You may 

renew, extend or transfer any oblications cf D e a l e r  o r  its 

C u s t o m e r s  o r  of co-Sarantors, may accept partial payments 

thereon or settle, release, by operation of law or otherwise, 

ccmpound, compromise, collect or otherwise liquidate m y  

obligation or security therefor in any manner and bid and 

pcrcnase at any sale without affectins the oblisatioE of 

G u a r a n t o r  herecnder. This acreernent Cmsrit-Ltes the p a r a n t y  

cf payment and per2orinance of t h e  G u a r m t o r  siczi,n,c t h i s  

-*A i m s t x m e z ’ t .  

It is e:r , ressly asreed and unders tood  thac D e a l e r ’ s  came 

. - ,  _ - ,  may be azz?-:cie t o  r i c tes ,  C o n t r a c t s ,  and ocher c~ilcariors by 

zke sicnztilrl, cf c z  of 
- - .  am2 w h e n  so arri:c2d, s h a l l  5e 

blndi -?s  boch for D e a l e r  and bindins cn Gi la ra2cc ; r  as set ouc 
L , .  ker3izaScve. it is a further cznditicn oz c r i s  s a r a n c i e  

t’-- ..GL - p r i o r  to d ishu rseaenc  cf filnds by you t o  D e a l e r ,  

Accountant/Sookkeeper of G u a r a n t o r .  

This instrument shall bind G u a r m t o r ’ s  successors ana 

assiqns, and shall inure to the be-lefit of p u r  subsidiariss, 

a f f i l i z t e s ,  successors ana assisns. ~ l l  of your and their 

richts a re  cumulative and no t  a l t e n a t i v e .  



e 
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THIS AGREEMENT entered into t h i s a a y  of 01- 
1997, by and between Gray8011 Rural Electric Cooperative of 

109 Bagby Park, Grayson, Kentucky, hereinafter Dealer, and 

THE COMMERCIAL BANK OF GRAYSON, P. 0. Box 7, Qrayson, 

Kentucky 41143, hereinafter Bank, 

WITNESSETH: 

WHEREAS, the  Dealer sel ls  retail consumer goode whereby 

unpaid portions of the retail cash sales price art payable in 

equal monthly installments secured bya-SeeuTity Interest: in 

such goods and a Promissory Note executed by the Customer, 

hereinafter Contracta, and, 

WHEREAS, the  B m k  finance5 purchases of consumer goods 

under t h e  circumstances described above; 

NOW THEREFORE, in consideration of the mutual terma, 

covenants and conditians eet out below, the Qealer and Bank 

agree as followe: 

1.) SBICE E COmcTs, The Bank will purchase auch 

Contracte as are a c c e p t a b l e t o  the B a n k  from t h e  Dealer fo r  

the duration of t h i s  agreement, based on written customer 

loan applications provided B m k  by D e a - l e r .  

aseigned to Bank by the  signature of Carol Ann Fraley, 

Manager of Dealer, Joan Litteral, Payroll/Bookkeeper of 

Dealer, or Sherry Buckler, Accountant/Bvd& eper of Dealer 

and shall be purchased on a ''Recoursell basis. 

C o r r t r a e -  will be 

9 

' i  



P .  3 

- 

2 . )  PRICE. The Bank s h a l l  pay t o  t h e  Dealer 

on each Contract purchaeed by the Bank a sum equal to the 

unpaid retail cash price of the  good8 covered by such 

Contract .  

3 , )  ANTE REST RATEg @Q TERMS. Contract i n t e r e s t  rate8 

will be at Bank's current rate for t h i s  type loan. 

in effect at the t i m e  of thils agreement are a s  per exhibit 

ItAt1 hereto. 

The rates 

4.) &UT IFICATION. The Dealer shall notify t h e  customer 

of any Contract purchased by the B a n k  that a11 future 

installment p a y m e t e  required- by the Contract shall be made 

d i r e c t l y  t o  the Bank. 

after execution of this agreement s h a l l  be sufficient notice 

to t h e  Dealer that  the Corrtraut ie- ace-qd by the Bank 

subject to the terms of this agreement. 

The Bank's purchase of a Contract 

5 . )  mRM INATIQK. This Agxeement ma--  ha Laminated by 

either party by giudng t h i r E y  (30-) day6 writt? notice t o  the 

other, but such termination s h a l l  in no way af fec t  this 

agreement in regard to Coatracter previously purchased from 

the Dealer by the Bank. 

6 . 1  GUARANTEE &&& QEFAtJ&T TST In the event 

any Contract purchased by the BaAk becomes more than t w o  (2) 

payment6 in arrears af the requ-ired pe-t ey i n  the event 

of defau l t  by t he  Customer of any of the Cuetorner's 

obligation8 under the- Q-traet, Best-ler w i l l  prpmpcly purchase 

the unpaid balance of the Contrack, le- appucable rebates, 

from Bank. 
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7 . )  Defectiva F Q Q ~ B .  In the event the Customer 

notifies the Bank of any defect in a consumer good covered by 

a Contract purchaaed under this Agreement, and asserts or 

threatens to assert this defect as a claim or defense against 

the Bank, or in the event the Customer rescinds or threatens 

t o  reecind a Conttact purchased under thia AgJpement, Dealer 

will promptly repurchase the Contract from Bank f o r  the  then 

outstanding balance, lees applicable rebates, and the 

Contract will be returned to the Dealer. 

L 

8 . )  kBl3JUN TIES BY p€&ER-. The mler-Warrants to the 

Bank that on a l l  Contraeke purchased b y t k  Bank that the 

Contracts  are valid, enforceable legal instruments, complying 

in all respects with t he  applicable laws and regulations, 

that goods sold under t h e  Coatracte- are m r g t e l y  described 

therein and were free from all encumbritncee, t+at the beal,er 

had legal title to such goods and the r ight  to sell same, 

that t he  Contracts are not subject: to any dispute, set-off or 

countex-claim and are trw and correct in-a-L+ respects, that 

the Customers purchasinq the described g o d s  are bonafide 

w i t h  legal  capacity to execute the Contract, that the 

Contracts have been properly executed, negotiated and 

assigned by the Dcaler and the goods covered by the Contract  

have been delivered and B&tiefaetorlly instal led.  

9.) ;w DEMNITY. It is unde-reed- aq,d agreed by the 

Dealer that it will indemnify and holdt-hmle the  Bank for 

any and a l l  judgements, claime, demands, coBts and attorney 

fees paid or incurred by the Bank as a result of any Contract 

? 

I 

1 
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purchased by the B a n k  under t h i s  Agreement. 

10. ) FA- EXERCXSF, IGHTS. Bank'e failure to 

exercise any right under this Agreement shall not operate as 

a waiver of that or any other right of Bank, 

11.) liclEwD MENT. This Agreement may be al tered or 

amended only upon written agreement of both the Dealer and 

Sank 

12.) . No-portion of t h i p  Agreement may be 

assigned or transferred- in any way by t h e  Dealer without 

prior written consentof the Bank. 

13.) BrauzER AND . If this Agreement is executed 

by a corporation or partnwship, the  undareigned officers or 

partners represent. and certFfy that they- have been duly 

authorized by t h e  Board of Directors or partnership to 

execute this Agr@ement. 

the h e i r s ,  personal repre4efttattivers- 9 successors in 
interest of both parties hereto. 

This Agreement s h a l l  be binding on e 

ATTEST : 

Graysjn R u r a l  Electric Cooppwtive 

BY: 
TITLE : 

Secretary/Witnese 

BY 

,RAYSON 
.e 

T I T F :  President' &-CW 7 
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EXHIBIT "AIr TO 

DEALER AOREEXE" 

BETWEEN 

TIiE COMMERCIAL BANB OF GRAYSON 

AND 

Q U Y S O N  RECC 

Interest, B;afraa Terms OIJ U n t r a c t s  

Effective Date October 13, 1997 

Rate: 8 . 5 0 %  for  36 monthe on ETS units. 





, ... ,, ' 
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c , 

DEALER 

LENDER 

Grayson Rural Uectrlc Cooperative Corporation, 
109 Bagby Bark 
m y s o n ,  KY 4 1143 

and 

Fbst National Bank of Grayson 
P.0.  Box 67 
Grayson, KY 41143 agree: 

1. RWRESENTATIQNS, WARRANTIES, AGREEMENTS. In 
consideration of the purchase by Lender of such Instruments as are acceptable to 
Lender from time to time, Dealer reprrsents, warrants, and a p z s  as set out in this 
Agreement; and if there is my misrepresentadon, breach or possible breach of 
warranty, or failure to perform an agreement, the Same shalfbe amsidered a defaultat 
the option of the Lender. AIL ofthe terms and conditions of this Agreement apply to 
all Instruments that have been tmnmted by Dealer prior to this Agreement and to any 
future transactions. 

a. Instrument is defined to include floor plan sfiangements, nates, 
accounts, conditional sales contracts, mortgages, security agreements, 
leblees, other written agreements, and other obligations. 

b. Dealer unconditionally gumntt~s prompt payment and performance 
of sucb ltmtnrmm& and y a n t y ,  and agreement 
in this Agreement. If there is m y  default in connectioii with any such 
Instrument or under this Agreement, the same drdf be considered a 
default by Deder at the optton of the Lender. If the purchase of an 
Instrument is without recourse by Lender against Dealer, then Dealer 
ShaH not be ~ f w t h e ~  &a Purchaser q pay the Instrument 
or perform the other terms of the Instrument, however, such Dealer 
strctllbe Wforanpotberdefatttt undeFthis-Agyement at the option 
of the Lender. 

c. Instruments will represent an ori@nal bona fide sale and delivery to 
the purchasers named therein, with their correct addresses, and free 
from any defeme, seteff, or c.oww&m a€* nature. Instruments 
will be genuine and legally valid and enforceable 'wainst purchasers 
and other parties to tfrem, W~IT & rzqmts-wkf they purport to be. 
Instruments will comply wi@ all State and Federal Truth in Lending, 
Consumer Credit and Protection, and ai! other apphcable law, 
regulations, and rules; and Dealer will promptly COrrCct any situation or 
warranty which gives any party to an Instrument a defense against 
I . a t tk  

I 
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Dealer is not an agent for Lender and shall not act as such. In  the 
event Dealer receives any funds (or any papers or property) due 
Lender from any source, Dealer will reinit them to Lender forthwith, 
and failure to do 80 shall consdtute a default under this Agreement. 
Lender shall in no manner whatever be responsible for the Iegal 
validity or sufficiency of any forms of Instruments or other documents 
which Lender may furnish to Dealer. 

If there is m y  default by Dealer under this Agreement or in 
connection with any Instrument, DeaIet will, upon demand, 
repurchase airy or all such Instruments and pay Lender an amount 
eqtlaf to the pap€fbaiance (which is the total unpaid balance, 
including interest and other charges, together with costs and expenses 
incurred by Lender in mpuct-lherrtu, less tme%me&intefest & 
charges, If any, computed in accordance with Lender's standard refund 
schedule). If Dealer fails to repurchase an ktstMment within ten (m 
daysafh demamk. Lender may selI such Instrument by sale at p b k  
or private sale of ten (10) days' notice or such notice as may be 
reqtridby-h~8ndWfnetpcee4~-&&ahallbeappliedagainst 
the payoff balance on the Instrument. Dealer will promptly pay any 
deficiency and be entitred to any net surphs. Ifmy cfaim against 
Dealer is referred to an attorney, thm Deale~ will pay all reasoilable 
attorney's fees not to exceed 15% of the amountdue on the 
I#WWWlt. 

g. En tk eventafa-ofw "et?+* by Dealer, then the 
Dealer will without charge furnish equipmenf and men to assist 
Lender in the repossession anB storageuntil the item is sold. 

h. Dealer waives notice of non-payment, protect, notice of protect, not,Ze 
of &e aceeptancp a€ this Agteemeat, allother notices, and all legal 
diligences to which Dealer would otherwise be entitled by law. 
Lender's failure tuaren5s~aaprigfrttmdw Agreement shall not 
operate as a waiver of that or any other ti@ 3 Lender. No waiver, 
modification OT change of this Agmment &Qe valid unless 
accepted by Lender in writing, signed 9 a corporate officer. 

2. hrties. If this-Agmme~ Isexscrrbed b.. -ration or partnership, 
h e  undersigned officers or partners represent and certify that they have been duly 
authorized by the Board of DirxxXors or partnership t u v i s  Agreement. This 
Agreement shall be binding upon the heirs, personal represatatives, successors and 
assigns of all the parties, and shall also be for the benefit of any of the Lender's 
associated, affd;ntp.land subsidiary companies which may entqr into any agreement 
with Dealer or acquire m y  such Instrument. 



3. Bower of Attorney. The Dealer appoints the hnder, and its authorized 
agents, with power to appoint substitute attarneys, as the Dealer's Attorneys-in-Fact 
and authorized any Attorney-in-Fact for and in the flame of Dealer to take any actioli 
the Dealer could take as to any Instrument in which Lender has any interest or right 
under the Instrument or thk Agreement, including bringing and prosecuting court 
actions. The Dealer hereby ratifies and confirms all acts and things done by the 
Attorney-in-Fact or his substitutes in pursuance of the authority herein granted. 

4. Guaranty Agrement. For valuable consideration received by 
Guarantor, and in order to induce Lmter topurchase or otherwise acquire IiistrumenE8, 
bearing the signature of Dealer asmaker, endorser, guamntor, acceptor, assignor, of in 
any other capacity, Ouarantor severally and jointly guarantees Lender ( and its 
associated, affiliated and mWdiiwy--es) the full and pmmpt-pxforrnaneand 
payment of all obligations of Dealer under all such Instruments, this Agreement, and 
all agreements of Dealer with Jm&rmw-&hurMter  Rtade; h r h e  ewe$ 
any default by Dealer, Outwantor will pay and perform the Dealer's obligations without 
any proceeding being taken against Dealer or any other ps ty  by Lender. If any claim 
against Guarantor is referred to any attorney, then Guarantor will pay all m m b k  
attorney's fees not to exceed 15% of the amount due on the Instrument. 

Guarantor waives notice of acceptance of this Guaranty, all other notice to 
which Quarantor is entitled by taw, pesentment, protect, d h ,  rmtice ofprattst and 
demand, all hgaf ditigences as to all Insmments and agreements, all rights to 
extension, composftion or otherwise underthe Bankrtlptcy Act M any state or federal 
law. Lender may, withoSthemmentof the Guarantor and without notice to 
Guarantor, compound, compromise and adjust any claim against any or all of the 
Dealer or other padies m n c d - h m y - ~ ~ ~ ,  orgran&~in$ulgence to any or all 
of them, without affecting the obligation of the Quarantor. 

5. Terminatton, The undersigned, or any of them, may terminate this 
Agreement as to future transactions by written notice delivered to the d e r  parties, but 
such termination ahall not &kt M- CORtingentot ak$@~te, existing or 
h ~ u r r e d  prior to the date of receipt of auch notice, nor affect ffie wntiiiuing obligations 
hereunder of such of the others wha W t m t b e ~ o t i c e  of termination. 

6. Other Terms: 

a. All contract8 will be purchased from Dealer with recourse. 
Dealer will guarartceeLendw a g W  loseeneach~vldual contract for an 
amount not to exceed %1,000,00~ 

b. 100% advance of amount to finance of each contract to be 
advanced to SellerlInstaller-as per written instructions of Dealer. 

c. 
mI%mct. 

Lender reservcs the right to approve or disapprove each 

- ... ..._. ...,... . ,.,.,, 



d. 

e. 

knder will finance up to 100% of total &ling price. 

Maximum terms to be as follows: 

Interest Rate 12.5 9Q 
Term 48 Months or Less 

Electric Thermal Storage Units 

f. Dealer will complete a credit applicatlon on each applicant. 

g. 
contract. 

Each applicant must be of legal age to enter into a binding 

h. Nom wilf be Lender's strtndarct retail credit contract endorsed 
by Wer witb the maximum recourse of $1,000.00 per contract. 

i .  Dealer wiliprompltly pay to Lender within 30 days of Lender's 
demand on any defaulted contract subject to the maximum guaranty. 

j. Dealer will furnish Lender with a Corporate Resolution 
from its Board of Directors auttrorizin$this agreement. 

1 

k. Upon default, Lender m ~ y  attempt to repssess as much of the 
collateral, as it in itsdiacretion, i s  reasonably possible. Any failure on the part 
of the Lender to effectively repossess said collateral will not be a default of dris 
agreement nor will it cwse Dcalsr tabexcused from its guaranty. 

1. Lend& wiltpromptly notify- of delinquencies of 
Purchaser's in the swne manner as Lender's delinquent notice policy. 

7. suppkmenlaand~pticros. All of the foregbipg are subject to the 
following supplements and exceptions: 

a. Dealer Ouarantces and will hold Rank harmless from any daims 
buyer may have incurred against dder w h e t h - ~ ~  lo the Rank. 

b. All contracts must have the credit approval by a bank officer. 

c. The Dealer will furnish the Bank with an annual Financial 
S tak rnent . 
IN WITNESS of all the foregoing, ths undersigned parties have executed this 

Agreement as of / 3  dayof && , 1997. 



"GUARANTOM" ''DEALERS" 

"LENDER" 

ATTESTED BY 

ACIKNOW-. 

LTH OF KENTUCKY 

, . .. . . . .. - .. - .. 
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COMMONWEALTH OF KBNTUCKY 
COUNTY OP CARTER, TO WIT: 

The forenoha instrument ww acknowledged before me, the undersigned - . - - - - - - 
a8 authority, this /3 "day of 

&&&G d ? & Q  
CORPORATION, Dealer. 

1 , 1997, by 
as 

A -, and by - of GRAY&%%% ELECTfUC COOPERATIVE 

MY commission expires L h a d  33  20- 

PJdarY-Pubk 'State at Large, Kentucky 

COMMOrJWBALTH OF KENTUCKY 
COUNTY OF CARTER, TO-WIT: 

of 

. .. 
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GRAY SON RURAL ELECTRIC CWPEMTJVE CORPORATION 

EXCERPT COPY OF MIWTES 

The (hnrnercial Bank of Grayson has approached the Cooperative about a finance 
program br ETS Units anb High EWency Air to Air Heat Pumps. The Cooperative 
would be respo~ble for appraximatety $ t 200.00 on the ETS Units. Motion was made by 
Director Trent, second by Director E a s t e r h  and unanimously agreed to partiwe in 
these programs. Mr. Combs dl cheick withthe othe~banks that we do business with p i  
sec if they want to participate. 

I, Carol Hall Fraley, certifj, that I am the President Bt CEO of Grayson Rural 
Electric Cooperative Corporation and that the above and foregoing is a true cxcerpt b m  
the minutes of a reguIar meeting of the Board of Directors of Grayson Rural Electric 
Cooperative CorpQzation held rn the 22"6 day of Augus&- L997, at which meeting a 
quorum was present. The above portion of the minutes has not been m o d ~ e d  or 

1 3  r&cinded. 
/' I 1  / 





DEALER AGREEMENT 

DEALER Grayson Rural Electric Cooperative Corpomtion, and 
109 Bagby Park 
Grayson, KY 41143 

LENDER First National Bank of Grayson 
P.O. Box 67 
Grayson, KY 41 143 

! 

agree: 

i. REPRESENTATIONS, WAxRANrrEs , AGREEMEW .s. in 
consideration of the purchase by Lender of such Instruments as are acceptable to 
Lender from time to time, Dealer represents, warrants, and agrees as set out in this 
Agreement; and if there is any misrepresentation, breach or possible breach of 
wananty, or failure to perform an agreement, the same shall be considered a default at 
the option of the Lender. All of the terms and conditions of this A p m e n t  apply to 
all Instruments that have been transacted by D d e r  prior to this Agreement and to any 
future transactions. 

a. instrument is defined to inciude floor pian arrangements, notes, 
accounts, conditional sales contracts, mortgages, security agreements, 
leases, other written agreements, and other obligations. 

b. Dealer unconditionally guarantees prompt payment and 
performance of such Instruments and each representation, warranty, and 
agrement in this Agreement. If there is any default in connection with 
any such instrument or under this Agreement, the Same shall be 
considered a default by Dealer at the option of the Lender. If the 
purchase of an instrument is without recourse by Lender awnst Dealer, 
then Dealer shall not be liable for the failure of a Purchaser to pay the 
Instrument or perform the other t e r ~ s  cf the Instrument, however, such 
Dealer shall be liable for any other default under this Agreement at the 
option of the Lender. 

c. Instruments will represent an original bona fide d e  and delivery 
to the purchasers named therein, with their correct addresses, and fk 
from any defense, set-off, or counterclaim of any nature. instruments 
will be genuine and legally valid and enforceable against purchasers and 
other parties to them, and in all respects what they purport to be. 
Instruments will comply with all State and Federal Truth in Lending, 
Consumer Credit and Protection, and all other applicable law, 
regulations, and rules; and Dealer will promptly correct any situation or 
wananty which gives any party to an instrument a defense against 
Lender. 



e. Dealer is not an agent for Lender and shaU not act as such. In 
the event Dealer receives any funds (or any papers or property) due 
Lender from any source, Dealer will remit them to Lender forthwith,, 
and. failure to do so shall constitute a default under this Agreement. 
Lender shall in no manner whatever be responsible for the legal validity 
or sufficiency of any forms of Instruments or other documents which 
Lender may furnish to Dealer. 

f. If there is any default by Dealer under this Agreement or in 
connection with any Instrument, Dealer will, upon demand, repurchase 
any or all such Instruments and pay Lender an amount equal to the 
payoff balance (which is the total unpaid balance, including interest and 
other charges, together with costs and expenses i n c u d  by Lender in 
respect there to, less unearned interest and charges, if any, computed in 
accordance with Lender's standard refund schedule). If Dealer fails to 
repurchase an Instrument within ten (10) days after demand, Lender may 
sei1 such Instrument by sale at public or private sale of ten (10) days' 
notice or such notice as may be required by law and the net p r o d s  of 
sale shall be applied against the payoff balance on the Instrument. 
Dealer will promptly pay any deficiency and be entitled to any net 
surplus. If any claim against Dealer is refened to an attorney, then 
Dealer will pay ail reasonable attorney's fees not to exceed 15% of the 
amount due on the Instrument, provided attorney is not a salaried 
employee of Lender. 

g. In the event of a repossession of any item sold by Dealer, then 
the Dealer will without charge furnish equipment and men to assist 
Lender in the repossession and storage until the item is sold. 

h. Dealer waives notice of non-payment, protest, notice of protest, 
notice of the acceptance of t i i s  Agreement, a l l  other notices, and all 
legal diligences to which Dealer would other;;ise be entitied by law. 
Lender's failure to exercise any right under this Agreement shall not 
operate as a waiver of that or any other right of Lender. No waiver, 
modification or change of this Agreement shall be valid unless accepted 
by Lender in writing, signed by a corporate officer. 

2. Parties. If this Agreement is executed by a corporation or partnership, 
the undersigned officers or partners represent and certify that they have been duly 
authorized by the Board of Directors or partnership to execute this Agreement. This 
Agreement shall be binding upon the heirs, personal representatives, successors and 
assigns of all the parties, and shall also be for the benefit of any of the Lender's 
associated, affiliated and subsidiary companies which may enter into any agrement 
with Dealer or acquire any such Instrument. 
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3. Power of Attorney. The Dealer appoints the Lender, and its authorized 
agents, with power to appoint substitute attorneys, as the Dealer's Attorneys-in-Fact 
and authorized any Attorney-in-Fact for and in the name of Dealer to take any action 
the Dealer could take as to any Instrument in which Lender has any interest or right 
under the Instrument or this Agrement, including bringing and prosecuting court 
actions. The Dealer hereby ratifies and confirms ail acts and things done by the 
Attorney-in-Fact or his substitutes in pursuance of the authority herein granted. 

4. Guaranty Agregment. For valuable consideration received by 
Guarantor, and in order to induce Lender to purchase or otherwise acquire Instruments, 
bearing the signature of Dealer as maker, endorser, guarantor, accreptor, assignor, or in 
any other capacity, Guarantor severally and jointly guarantees Lender ( and its 
associated, affiliated and subsidiary companies) the full and prompt performance and 
payment of all obligations of Dealer under al l  such Instruments, this Agreement, and 
all agreements of Dealer with Lender now in force or hereafter made. In the event of 
any default by Dealer, Guarantor will pay and perform the Dealer's obligations without 
any proceeding being taken against Dealer or any other party by Lender. If any c i ah  
against Guarantor is referred to any attorney, then Guarantor will pay all reasonable 
attorney's fees not to e x c d  15% of the amount due on the Instrument, provided 
attorney is not a salaried employee of Lender. 

Guarantor waives notice of acceptance of this Guaranty, all other notice to 
which Guarantor is entitled by law, presentment, protect, demand, notice of protest and 
demand, all legal diligences as to ail Instruments and agreements, all rights to 
extension, composition or otherwise under the Bankruptcy Act or any state or federal 
law. Lender may, without the consent of the Guarantor and without notice to 
Guarantor, compound, compromise and adjust any claim against any or ail of the 
Dealer or other parties named in any Instrument, or grant any indulgence to any or all 
of them, without affecting the obligation of the Guarantor. 

5. Termination. The undersigned, or any of them, may terminate this 
Agreement as to future transactions by written notice deiivered to the other parties, but 
such termination shaU not affect obligations, contingec: or absdute, existing or 
incurred prior to the date of receipt of such notice, nor affect the continuing obligations 
hereunder of such of the others who shall not have given such notice of termination. 

6.  OtherTerms: 

a. All contracts will be purchased from Dealer with recourse. 
Dealer ill guarantee Lender against loss on each individual contract for 
an amount not to exceed $5,000.00. 

b. 
be advanced to Seller/Installer as per written instructions of Dealer. 

100% advance on unpaid balance of cash price of each contract to 

c. Lender resewes the right to approve or disapprove each contract. 



d. Lender will finance up to 100% of total selling price. 

e. Maximum terms to be as follows: 

Ultra High Efficiency Geo Thermal Heat Pumps 
Interest Rate 7.99% Term 60 Months or Less 

8.99% Term 61 to 120 Months 

f. 
on each applicant. 

Dealer will complete a credit application, as suppiid by Lender, 

g. 
contract. 

Each applicant must be of legal age to enter into a binding 

h. 
Dealer with the maximum recourse of $5,000.00 per contract. 

Notes will be Lender's standard retail credit contract endorsed by 

1. 

demand on any defaulted contract subject to the maximum guaranty. 
Dealer will promptly pay to Lender within 30 days of Lender's 

j -  
Board of Directors authorizing this agreement. 

Dealer will furnish Lender with a Corporate Resolution from its 

k. Upon default, Lender may attempt to repossess as much of the 
collateral, as it in its discretion, is reasonably possible. Any failure on 
the part of Lender to effectively repossess said collateral will not be a 
default of this agreement nor will it cause Dealer to be excused from its 
guaranty. 

1. Lender will promptly notify Dealer of delinquencies of 
Purchaser's in the same manner as Lender's delinquent notice policy. 

7. Supplements and Exceptions. All of the foregoing are subject to the 
following supplements and exceptions: 

a. 
buyer may have incurred against Dealer. 

Dealer Guarantea and will hold Bank harmless from any claims 
. 

b. All contracts must have the credit approval by a bank officer. 

c. 
Statement. 

The Dealer will furnish the Bank with an annual Financial 

IN WITNESS of all the foregoi the undersigned parties have executed this 
Agreement as of the /6& day of r?,-t , 19%. 
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I *  "DEALER" n "GUARANTORS" 

"LEND Ex 

BY 

Attest AJ 

COMMONWEALTH OF KENTUCKY 
COUNTY OF CARTER, TO-WIT: 

The foregoing instrument was acknowledged before me, the undersigned 
id as day of b $ c + f ,  1995, by M % b L f l  

of GRAYSON RURAL ELECTRIC 
\h d and attested by WWk d '&+ 

COOPER4TIVE COdPORATION, Dealer. 

My commission expires 11-11 -45 
7% i (l L&!L%( 14 b. 

Notary Public, State at Large, Kentucky 

COMMONWEALTH OF KENTUCKY 
COUNTY OF CARTER, TO-WIT: 

The foregoing me, the undersigned 
EL( la 

,as 
o r  GRAYSON RURAL ELECTRIC 

COOPERATIVE CORPORATION, Guarantor. 

MY commission expires \2-\\-qS 

Notary Public, State at Large, Kentucky 
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, .  

COMMONWEALTH OF KENTUCKY 
COUNTY OF CARTER, TO-WIT: 

' 0  
The foregoing instrument was acknowledged before me, the undersigned 

15) , 1995 by Willis H. Kelley as Vice President and 
Paulette L. Parker as Vice President of First National 

authority, this day of 
Sr. Loan Officer and attest 
Bank of Grayson, a National Banlang Corporation, Lender. 

3 

MY commission expires 0 I - I 3 - 9 7 

T P  
Notary Publ$( State at m e ,  Kentucky 
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Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

H Print your name and address on the reverse 
so that we can return the card to you. 

H Attach this card to the back of the mailpiece, 
or on the front if space permits. 

dcert i f ied Mail 0 Express Mail 
0 Registered 
0 Insured Mail C.O.D. 

0 Return Receipt for Merchandise 

1. Article Addressed to: If YES, enter delivery address below: 0 NO 

3. Service Type 
WCertified Mail 0 Express Mail 
0 Registered 

Insured Mail 0 C.O.D. 
0 Return Receipt for Merchandise 

] 4. Restricted Delivery? (Extra Fee) O Yes 

102595-99-M-1789 

2. Article Number (Copy from service label) 

PS Form 381 1, July 1999 Domestic Return Receipt 

r 97-  2, I $  

f r 
r P 
3 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

,. c.:--,.*..- 

W Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 
Print your name and address on the reverse 
eo that we can return the card to you. 

1. Article Addressed to: 

0 Yes 4. Restricted Delivery? (Extra fee) 

102595-99-M-1789 

2. Article Number (Copy from service label) 

PS Form 381 1, July 1999 7~ . z r e s t i c  R e t F r p t  

t 
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S Complete items 1 , 2 ,  and 3. Also complete 
item 4 if Restricted Delivery is desired. 

13 Print your name and address on the reverse 
so that we can return the card to you. 

EI Attach this card to the back of the mailpiece, 
or on the front if space permits. 

1. Article Addressed to: 

A. Received by (Please Print Clearly) 

A 

8 @?(9@ PJ& dld 
3. Service Type 

WCeitified Mail 0 Express Mail 
0 Registered 
0 Insured Mail 0 C.O.D. 

4. Restricted Delivery? (Extra Fee) 

0 Return Receipt for Merchandise 

0 Yes 

102595-99-M-1789 

2. Article Number (Copy from service label) 

PS Form 381 1, July 1999 Ffi 
D T q s t y z R c Y  t 

a 
Fl 

0 
0 
0 
0 

0 
r- 
d 
4 

0 
0 
0 
r- 

I 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage 8 Fees 

0" Complete items 1, 2, and 3. Also complete 

E] Print your name and address on the reverse 

0 Attach this card to the back of the mailpiece, 

item 4 if Restricted Delivery is desired. 

so that we can retyy the card to you. 

or on the front if space permits. 

1. Article Addressed to: 

I 

I- 

rn 
I 

b 
P 

il 

0 
0 
0 
0 

0 

n 

n 
Return Receipt Fee 

(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage 8 Fees 
I- 

il 
n 

I- 

Reaistered - 
0 Insured Mail 0 C.O.D. 

4. Restricted Delivery? (Extra Fee) Yes 

2. Article Number (Copy from service label) 

y -  J 

PS Form 381 1, July 1999 102595-99-M-1789 

f . ..'h 



fa eomplete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery is desired. 

rn Print your name and address on the reverse 
30 that we can return the card to you. 

0 Attach this card to the back of the mailpiece, 
or on the front if space permits. 

A. Received by (Please Print C/ear/y) 

0 Agent 
0 Addressee 

I I If YES, enter delivery address below: 0 No 
1. Article Addressed to: 

@Certified Mail 0 Express Mail 
0 Registered 
0 Insured Mail 0 C.O.D. 

0 Return Receipt for Merchandise 

1 4. Restricted Delivery? (Extra Fee) 0 Yes 

d79d 2. Article Number (Copy from service label) 

PS Form 381 1, July 1999 
~~ 

10265-99M-1789 

t 


